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FOREX CLUB MEETING 


IN STOCKHOLM ON THE 20th AND THE 21st OF MAY, 1960 


On the initiative of Mr Maurice Plaquet, the 
well-known Foreign Exchange Manager in Crédit 
Lyonnais, an international association of foreign 
exchange dealers was created in Paris, 1955, under 
the name of Forex Club. 

After an initial stage the Association was given 
its present form at a congress held in Paris in May, 
1957. It has now a central organization — the 
Forex Club, Association Cambiste Internationale, 
situated in Paris — and local clubs in 13 European 
countries with a total of about 1,200 members. 


Similarly, the foreign exchange dealers in the 


U.S.A. have formed a local club on identical 
lines, and it is probably only a matter of time be- 
fore the American club joins the central organi- 
zation. 

The Swedish Forex Club was established as early 
as on the Sth of July, 1955, The number of mem- 
bers is today 55, quite a respectable figure con- 
sidering the limited number of Swedish com- 
mercial banks (16 in all). 

The principal aim of the local Forex Clubs is, 
of course, to stimulate the already existing close 
cooperation between dealers within each country, 
and personal contacts across the borders are taken 
care of by the international Forex Club. For this 
purpose meetings are arranged, which take the 
shape of international congresses where foreign ex- 
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change problems of mutual interest are discussed. 

The second meeting of this kind was held in 
Brussels in 1958. In 1959 London was the chosen 
rendezvous, and this year the Swedish Forex Club 
has been privileged to act as host. We, in Sweden, 
are extremely happy that 360 foreign exchange 
dealers from 14 countries have accepted our in- 
vitation, and our guests may be assured that their 
Swedish colleagues will do everything they can to 
prove themselves worthy of the honour bestowed 
upon them. 

The number of members who will be partici- 
pating makes this Congress a unique event for the 
Swedish banks, and we will endeavour in every 
way to make the Meeting as enjoyable and inter- 
esting as possible for our friends from afar, trusting 
that they will remember this occasion with pleasure 
and satisfaction. 

We, in the Skandinaviska Banken, extend to our 
foreign friends and colleagues a most hearty wel- 
come to Sweden and Stockholm, and we hope that 
— while they are here — they will have an oppor- 
tunity to become acquainted with our city and that 
they will take advantage of the possibilities for pro- 
fessional and social intercourse with their col- 
leagues here, both in the foreign exchange sphere 
and otherwise. 
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HOW SUCCESSFUL HAS THE SWEDISH 
STABILISATION POLICY BEEN? 


BY ERIK LUNDBERG 


Introduction to the problems 


During the period 1955—60 Sweden has ex- 
perienced all the phases of a normal business cycle: 
we have had a well-developed boom with marked 
inflationary tendencies from 1955 up to the 
autumn of 1957, this being followed by a recession 
with forces operating in a depressive manner dur- 
ing 1958 and the beginning of 1959, and finally 
there was a powerful upswing from the middle of 
1959 which, since the end of the year, seems to be 
heading for a new inflationary boom. 

From a retrospective standpoint, this business 
cycle appears to be quite harmless. It has only 
been a case of a slight interruption in the economic 
development, which — in a long-term context —- 
will in fact be hardly noticeable. In all probability, 
the index number of the real gross national prod- 
uct will have continued to grow during the years 
1957—-60 at about the average post-war rate of 
approximately 31/2 per cent a year (the average 
for the years 1957—59 will be close on 3 per cent, 
while an increase of 4 per cent is estimated for 
the remaining year). As was pointed out in an 
article of mine that appeared last year in this 
journal,’ the last cycle has nevertheless shown 
many normal features — with parts of exports 
showing a relatively high degree of sensitivity to 
changes in the economic climate, substantial price 
fluctuations for various raw materials and semi- 
manufactures, and a powerful reaction in inventory 
investments in large sectors of the economy. It is 
also possible to talk about considerable relative 
changes in unemployment: there was an increase 


1 Nr. 4: 1959 — ‘* The Economic Situation in Perspective’’. 


of 40 per cent from 1957 to 1958, but it should 
not be forgotten that the percentage changes are 
calculated on very low numbers. It can, further- 
more, be observed that this pattern of the Swedish 
cycle has been incorporated in a rather well- 
synchronised international fluctuation in business 
activity, with a distinct recession coming into be- 
ing during 1957—59, although with varying 
strength, in the majority of countries outside of the 
Eastern bloc. 

In the light of the Swedish experiences during 
the years 1955—60, it is of interest to discuss how 
far, and by what means, the Government’s eco- 
nomic policy has contributed to the notable eco- 
nomic stability that has been achieved. Sometimes, 
pronouncements can be encountered having the 
implication that the stable development of produc- 
tion and employment is taken as proof of the great 
effectiveness and success of the economic policy. 
It is obvious that from the autumn of 1957 de- 
creased export sales in important sectors of pro- 
duction, falling prices and deteriorated profit ex- 
pectations had, in themselves, a dampening effect 
on economic activity. These tendencies could — 
if there had not existed any forces working in the 
opposite direction — have initiated a general de- 
cline in production and incomes. The reasons why 
this was not the case can, however, be found just 
as well in the low degree of cyclical sensitivity of 
the Swedish economy, and in the strength of the 
“disturbing force” itself, as in the success of the 
stabilising measures adopted during the period in 
question. Any judgement of the effectiveness of the 
economic policy carried out must, under all cir- 
cumstances, be made with due consideration being 
given both to the “disturbing forces” that had to 
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be overcome and to the sensitivity of the economy 
to these disturbances. 

The difficulty in estimating the effectiveness of 
the Government’s stabilisation policy is, however, 
due not only to the fact that such a comparison 
between a development with and without the 
stabilisation measures in question must always be 
hypothetical. The problem also has a time dimen- 
ston that is difficult to survey. There ought, namely, 
to be some connection between the results of the 
anti-inflationary policy that was pursued during the 
years 1955—57 and the effectiveness of the policy 
aimed at promoting employment which was fol- 
lowed during 1958 and the main part of 1959. 
In the same way, the results of the expansive eco- 
nomic policy during these years must affect the 
possibilities of curbing the inflationary tendencies 
which are making themselves felt during this year’s 
boom. Moreover, one must take into consideration 
how the economic policy can be expected to in- 
fluence the more long-term tendencies in the econ- 
omy. I am thinking here of the development of 
the value of money and the efficiency of produc- 
tion. It is possible that good stabilisation results in 
the short run can be obtained at the expense of 
the value of money and of productivity in the 
long run. This latter problem will be examined 
particularly in the light of those viewpoints on the 
efficiency of the credit and capital market that I 
discussed in my article “Capital Formation and 
the Savings’ Shortage”, which appeared in the 
July, 1959, edition of this journal. 


The business cycle sensitivity 
of the Swedish economy 


-It is a long-standing observation that the 
Swedish economy has generally showed strong 
resistance against the downswing forces of the 
cycle. This was the case after the crisis of 1929 
and during the powerful downswing in the U.S.A. 
of 1937—38, as well as during the international 
recessions experienced in the post-war years. It is 
prices and incoming orders of the important ex- 
port products — iron ore, forest products and, to 
a considerable extent, engineering products and 
quality steel — that react most strongly and swiftly 
in the downswing. Production and employment 


are usually affected only after a considerable time 
lag. As a consequence of backlogs of orders built 
up during the previous boom and a certain volume 
of production on stocks during a transitional peri- 
od, shorter set-backs can be overcome without their 
having any appreciable effect on the current flow 
of production and formation of incomes. In the 
long run, of course, lower export sales and falling 
prices must have growing effects in these respects 
— as proved to be the case in the depression after 
1930. But such a contractive process never had the 
chance to set in after the short-lived international 
recessions of 1952—54 and 1957—58. 

Effects have been felt in investment activity, 
particularly in inventory investments. It is natural 
that as soon as the rise in exports and production 
comes to a halt — as was the case in 1957—58 — 
and the profit outlook appears more uncertain, 
then many companies will curtail their investment 
expenditure on machines and buildings. However, 
this takes place — as shown by the investment 
statistics — very slowly, even when the strains are 
heavy, as after the 1929 crisis. In a short-term 
recession new orders can be reduced rather radi- 
cally, but stocks of unfilled orders and construc- 
tion work in progress prevent swift reactions on 
total current investment expenditure for all com- 
panies. On the other hand, investments in stocks 
in the Swedish post-war economy have exhibited 
pronounced business cycle sensitivity: in the 
U.S. A. about two-thirds of the variation in pro- 
duction and employment during the short business 
cycle is determined by the difference between the 
stock accumulation of the boom and stock liqui- 
dation of the recession. The Swedish Institute of 
Economic Research estimates, by means of an ex- 
tremely approximate calculation, a positive in- 
crease in stocks of over Kr. 1,000 million during 
1957 and a decrease in stocks amounting to Kr. 
600 million during 1959 — a difference that rough- 
ly corresponds to 5 per cent of the country’s total 
production (excl. services). On this point there is 
thus a considerable degree of business cycle sensi- 
tivity in the Swedish economy, too. However, the 
variability in the holdings of stocks is at the same 
time a kind of buffer against economic strains — 
a sort of built-in stabiliser. Production is main- 
tained during the first part of a downswing 


44 SKANDINAVISKA BANKEN 


(probably during a large part of 1958) owing to 
production on stocks. On the other hand, a run- 
ning-down of the stocks of exports and finished 
products (during 1959) means a curbing, during 
the first part of the upswing, of the effect on pro- 
duction and employment occasioned by an increase 
in demand. 

In another respect, too, one finds such a built- 
in stabiliser, i.e., with regard to savings. This is 
also an old-established phenomenon which seems 
to have gained in importance during the post-war 
years of high and stable employment. According to 
the estimates made by the Institute of Economic 
Research, the real value of private consumer ex- 
penditure has continued to rise at a rate of 3 per 
cent despite the 1958 recession, which did, in fact, 
cause a slackening nevertheless in the rate of in- 
crease of real incomes. Private savings have thus 
acted as a buffer: the Institute has calculated that 
a reduction in these savings of about Kr. 600 mil- 
lion took place from 1957 to 1958, while with an 
unchanged savings quota there “should” have been 
a normal increase of, say, Kr. 100—200 million. 
Such a buffer effect — which thus simply means 
that during the downturn demand is more stable 
than incomes — should also apply to business 
savings and, of course, to public savings. In a 
recession business profits are normally hit relatively 
hard, while dividends and short-term investment 
expenditure are maintained at a more stable long- 
term level. Business savings thus also tend to act 
as a buffer between incomes and expenditure. And 
the same thing applies, in large measure, to public 
savings — particularly government savings. Ex- 
penditure continues to go up more or less inde- 
pendently of current income derived from taxes 
and other sources. However, it is, of course, dif- 
ficult to delimit the effects of economic policy on 
this point. The drop in government savings — i.e., 
the increase in the total budget deficit — during 
the recession of 1958—59 is to a large extent the 
result of a conscious economic policy, the effective- 
ness of which is to be discussed here. 

One can thus point to a number of factors and 
relationships contributing to the low degree of 
business cycle sensitivity in the Swedish economy 
when it is a question of short-term depressive in- 
fluences. Slow reactions as far as the economy’s 


fixed investments are concerned, plus buffer ef- 
fects with respect to stock investments and savings, 
imply that a stabilising policy ought to have a 
relatively simple task. In the short run, the stabi- 
lization policy may appear to be more effective 
than it actually is. To this must be added the fact 
that the initial “depressive forces”, however their 
size shall be measured, have in all probability been 
relatively weak in 1957—58. Thus, the volume of 
exports fell by only one per cent from 1957 to 
1958. In contrast to the Swedish economy’s high 
degree of stability “downwards” there is, however, 
a relatively high degree of instability “upwards”. 
The post-war booms have been characterised by 
powerful inflationary tendencies. There has been 
a “low ceiling” when the upswing has got under 
way. The import and export prices during the up- 
turns have very swiftly spread to the internal econ- 
omy and, by means of rapid wage advances, 
resulted in cumulative price increases. During the 
most recent upswing of 1954—57 the level of wages 
rose by about 8 per cent a year and the consumer 
price index by 4—5 per cent. The expansionary 
forces have also been powerful during the post- 
war upswings. The volume of exports thus rose by 
nearly 10 per cent per annum during the period 
1954—57 (by 8 per cent in 1958—59), at the same 
time as rising public and private domestic ex- 
penditure competed for the available means of 
production. Excess demand, shortage of labour and 
capital — these have been the distinctive features 
of the boom periods. The conclusion to be drawn 
is that the stabilisation policy of the Government 
has had to contend with substantially more diffi- 
cult tasks in the inflationary tendencies accompany- 
ing the boom than in the employment problem 

of the recession. 


The effectiveness of the stabilisation policy 


It is in the light of these observations regarding 
the sensitivity of the Swedish economy to inter- 
national business cycle fluctuations that the results 
of the economic policy — its successes and failures 
— will be judged. This judgement should be made 
having regard to the stability aims set — namely, 
a high and steady level of employment, a stable 
value of money and equilibrium in the foreign ex- 
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change position, at the same time as the long-run 


conditions for high productivity in the Swedish 


economy and rapid economic progress are assured. 
It is, of course, only possible to give a few limited 
viewpoints on these important problems, view- 
points which are especially intended to illustrate 
certain relationships in the stabilisation policy over 
the full course of the business cycle that can be 
of importance for the long-run development. 

The most evident sign of success in the stabili- 
sation policy pursued is to be found in the main- 
tenance of a high level of employment during the 
whole of the recession, i. e., 1958 up to the spring 
of 1959. It is true that unemployment rose to a 
maximum of just over 4 per cent of all workers 
insured against unemployment during the winter 
of 1958—59. But bearing in mind what is attain- 
able during the seasonal falling-off in activity of 
the Swedish winter this can be interpreted as being 
a very good result of the employment policy. The 
effectiveness of this policy is evident when account 
is taken of the fact that industrial production has 
fallen somewhat and the rate of increase of the 
real national product has been reduced to 1 per 
cent (compared with a normal rate of just over 
3 per cent), while at the same time production 
per employee has continued to go up by 2—3 per 
cent a year and the working population has grown 


slightly. It is principally a lack of uniformity in 


this development, with local unemployment not 
corresponding to increased employment openings, 
that has created problems. Here, a flexible em- 
ployment policy — which has made use of emer- 
gency public works and various kinds of measures 
in order to retrain workers and increase the 
mobility of labour — has without a doubt been a 
new and effective element in the economic policy 
of the Government. 

It is hardly possible to look upon the stagnation 
in the total development of production during 
1958 as being a consequence of any lack of effec- 
tiveness in the economic policy. The decline in out- 
put that was experienced in various sectors de- 
pendent on exports (certain forest products, iron 
and steel, iron ore) has been counteracted by 
greater production in housing and other construc- 
tion activity. Reduced demand for exports has 
been offset by, particularly, heightened public and 
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private investment and consumption demand — 
but this has not, however, been so large as to elimi- 
nate a “demand deficit” corresponding to about 
2 per cent of the national product for the first half 
of 1959. The total productive resources were thus 
under-employed to this extent during the recession. 
This theoretical lack of full compensation for the 
economic fluctuations can be regarded as an inevi- 
table consequence of the redistribution of pro- 
ductive resources, both locally and between various 
branches. In actual fact, there are reasons to look 
upon the high degree of compensation that was 
attained as a risk, having regard to the desirability 
of the economy’s being able to make full use of the 
opportunities offered by a following upswing. 

The compensating increase in demand during 
1958 may, as has been shown above, be partly re- 
garded as a manifestation of the Swedish econ- 
omy’s low degree of sensitivity to business cycle 
fluctuations. Consumption and investment ex- 
penditure tended to continue in an upward direc- 
tion at a rate which, for the time being, did not 
need to be influenced by the recession. However, 
in some measure, the stability is also a result of the 
economic policy pursued by the Government. A 
number of measures were adopted — an invest- 
ment tax which, during the years 1955—57 had 
been levied on expenditure on machines, etc., was 
removed at the beginning of 1958, the credit policy 
was eased and the interest level lowered (by 1/2 
per cent in the spring of 1958), building controls 
were relaxed and house construction increased, 
while at the same time government expenditure ex- 
panded particularly strongly — with a record total 
budget deficit as a result. In addition there was — 
as a further stimulant to investment — the release 
of means set aside in special “investment funds” 
(see below). 

As has been stressed above, the results of this 
expansionary policy should also be studied in the 
light of the policy having opposite aims that was 
pursued during the boom of 1955—57. The period 
1957—59 cannot be considered in isolation. 

As a positive feature in the economic policy 
pursued during the boom of 1955—57, it can be 
pointed out that this policy was not too restrictive 
or so directed as to check the rate of economic 
growth, as the case appears to have been in the 
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U.S.A. and England. The total volume of pro- 
duction rose at a record rate during the boom years 
of 1955—57, corresponding to approximately 4 
per cent a year for the real national product. The 
very restrictive credit policy,t which was intro- 
duced in 1955 by means of raising the level of 
interest rates and various forms of credit control, 
thus does not appear to have checked the actual 
development of production. Nor did the building 
and credit controls prevent a high and, in fact, 
rising investment ratio coming into being during 
these years (there was an increase in the ratio be- 
tween gross investment expenditure — incl. stock 
investments — and the gross national product from 
30.6 per cent in 1954 to 32.4 per cent in 1957). 
This observation does not preclude the fact that 
the restrictive policy had dampening effects in cer- 
tain sectors of investment activity. This was the 
case with, in particular, industrial investments. 
Perhaps the most striking result of the stabilisation 
policy during the years 1955—59 is that industrial 
investment expenditure on machines and buildings 
(calculated according to a fixed monetary value), 
after remaining at a fairly constant level during 
the boom — they did not, in fact, improve notice- 
ably above the peak reached in 1953 — experienced 
a powerful increase (of 12 per cent) during the 
recession in 1958 up to 1959. It could thus be 
maintained that the stabilisation policy, over the 
full course of the business cycle, has been so suc- 
cessful in this sphere that the increase in invest- 
ment expenditure has been shifted from the up- 
ward to the downward phase of the cycle. Surveys, 
carried out among industrial enterprises during 
1955 and 1956, confirmed that the combination of 
an investment tax and credit restrictions caused in 
many places a heavy reduction or postponement 
of investments. When the investment tax was then 
abolished at the beginning of 1958 and there was 
a relaxation of credit policy and building controls, 
the natural consequence was that accumulated in- 
vestment plans, which had been postponed on ac- 
count of financing difficulties or excessive costs, 
were quickly realised during 1958 and 1959.? 


1 See Bengt Senneby: “The Swedish Credit Market during 
the Nineteen-Fiftes” — in Skandinaviska Banken Quarterly 
Review, Nr. 1: 1960. 

* It should, however, be observed that the investment sta- 
tistics probably give an exaggerated impression of this inverted 


The investment incentive during 1958—59 was 
most likely substantially reinforced by virtue of the 
fact that during the period May, 1958, to Septem- 
ber, 1959, a considerable number of firms were 
granted permission for the tax-free utilisation — 
for investment purposes — of means set aside in 
investment funds. The National Labour Market 
Board released such means amounting to Kr. 1,000 
million, this being bound up with the condition 
that the investments in question should be under- 
taken rapidly and in those localities where un- 
employment prevailed or threatened. There was 
very great interest in utilising these possibilities of 
“tax-free” financing through rapid writings-down 
of investments in buildings, but it is unfortunately 
impossible to judge from this how effective this 
incentive to investment actually was. A consider- 
able proportion of investments specified as being 
“financed” in this way would most probably have 
been undertaken anyway. 

Less striking as a part of the stabilisation policy, 
but still of great significance, is the expansionary 
policy that was pursued in regard to the invest- 
ments under the direct control of the Government. 
Here, it is a question of an increase in the rate of 
expansion during the actual recession; the volume 
of public investment expenditure thus pushed up 
the rate from a 3 per cent rise in 1956—57 toa 5 
per cent and 13 per cent rise in 1957—58 and 
1958—59, respectively, while the corresponding | 
figures for the rate of increase in the volume of 
house construction are 1 per cent, 7 per cent and 
3 per cent, 

The total result of the investment policy was a 
steep rise in the volume of all investment expendi- 
ture (excl. stock investments) of 6 per cent per 
annum to 1958 and also to 1959, while at the same 
time the ratio for these fixed investments ad- 
vanced from 30 per cent in 1956 and 1957 to 31 
—31.5 per cent in 1958 and 1959. The stabili- 
sation policy has thus been so effective in this im- 
portant field that it has managed to invert the 
normal pattern of the business cycle. 

In other respects the success of the stabilisation 


reaction to the movements. In the accounting books invest- 
ments — particularly in machines — can have been shifted 
in not inconsiderable measure to the “tax-free investment” 
year of 1958. > 
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policy seems questionable. This judgement has 
particular regard to the value of money and, to 


some extent, the development of the foreign ex- 


change reserves. A fall in the prices of import 
goods to the tune of 15 per cent from the begin- 
ning of 1957 to the end of 1958 was not reflected 
in the internal price level. The consumer price 
index was, it is true, stabilised during the period 
April, 1958, to August, 1959, but was — on the 
average — 4 per cent higher in 1958 than in 1957. 
The rate of increase in the wage level (hourly 
earnings in industry) was checked to some extent 
— falling from about 8 per cent a year during 
1955 and 1956 to roughly 6 per cent during the 
following two years — but this rate was consider- 
ably higher, even during the recession, than that 
for the simultaneous rise in productivity. The de- 
cline in economic activity with price-reducing im- 
pulses from abroad, which came into being in 
1958—59, thus did not give rise to any recovery 
in the value of money, as had been the case in the 
downswings of earlier times. ; 

The inflationary tendencies in the Swedish econ- 
omy during the prosperous years of 1955—57 are 
also reflected in the relatively weak development 
of the foreign exchange reserves. Despite good and 
expanding export markets, the balance of current 
payments showed a deficit, while the foreign ex- 


change reserves only increased by an insignificant 


amount during these years — in marked contrast 
to the very powerful rise in the gold and foreign 
exchange reserves of the OEEC countries in this 
period. In these circumstances, there was every 
reason to fear that an energetic stabilisation policy 
during a following recession would give rise to 
strains on our foreign exchange reserves. But — in 
this field, too— the reaction to the cyclical trend 
was the opposite to what was normally experienced. 
The country’s total gold and foreign exchange 
reserves increased from 1957 to the autumn of 
1959 by close on Kr. 500 million. This good result 
must, however, be considered as partly accidental 
following the concurrent decline in the stocks of 
particularly export commodities; it has, so to speak, 
been a case of a conversion of stocks of goods into 
foreign exchange reserves. The major part of this 
increase in the foreign exchange reserves was lost 
during the following months through a powerful 


rise in imports; we hereby come to the liabilities 
side of the stabilisation policy. 


The liabilities side of the stabilisation policy 


The judgement in regard to the effectiveness of 
the economic policy pursued has so far been based 
on relatively simple and clear criteria as to what 
can be considered to be “good” and “bad” results. 
The good results refer to the maintenance of a 
high level of employment and the relatively stable 
development of production, as well as to the fact 
that there have been no obstacles in the way of a 
rapid rise in production during the boom. The res- 
ervations in these respects involve the circum- 
stance that only an indeterminable part of these 
good results can be attributed to the economic 
policy measures adopted, for the Swedish economy 
has a considerable inherent power of resistance 
against economically depressive forces. The rapid 
and unrestricted development of production during 
the years 1955—57 is in part only the “obverse” 
of an ineffective anti-inflationary policy. The bad 
results refer to the deterioration in the value of 
money and, to a certain extent, also to the de- 
velopment of the foreign exchange reserves. 

As has been pointed out by way of introduction, 
any judgement of the results of the stabilisation 
policy ought also to take into account the more in- 
direct results of the stabilisation methods em- 
ployed, results which can have growing importance 
in the long run. A serious criticism of the type of 
economic policy that has been pursued during the 
years 1955—60 is that during both the upswing 
and the downswing it has involved a combination 
of inflationary pressure and market controls in a 
sector of fundamental importance for the develop- 
ment of production and allocation of investments 
— namely, the credit and capital market. In a way, 
the development can be looked upon as a con- 
tinuation or a transformation of the kind of com- 
bined regulative and inflationary policy that was 
characteristic of the early post-war years. There 
was then a case of excess demand on the commodity 
and labour markets, which the Government tried 
in vain to keep in check by means of various kinds 
of physical controls (rationing, building controls 
and import regulations). Now the problem con- 
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cerns a substantial excess in demand for credit and 
capital, and attempts are being made to solve this 
problem by means of an unfortunate combination 
of credit inflation and credit controls. The tragedy 
is that this type of “solution” continually recreates 
the problem. The lack of balance on the credit 
and capital market was practically just as pro- 
nounced — although it assumes different forms — 
during the inflationary period of 1955—57 as dur- 
ing the recession of 1958—59. 

During the years 1955—57 drastic credit re- 
strictions were resorted to in order to hold back 
the demand for savings from the private business 
sector — especially industry — and to make room 
for the rapidly expanding central and local gov- 
ernment investments, as well as house construc- 
tion. Savings did not suffice, however, and the ex- 
cess demand partly found expression in a price 
inflation. During the following recession invest- 
ment ambitions rose, as has been illustrated above, 
from both the public and the private sectors, and 
the shortage of savings remained. This lack of 
savings was, above all, reflected in the great diffi- 
culties in financing the government budget deficit. 
The result was an extensive credit inflation and an 
alarmingly big increase in liquidity. The problem 
of the shortage of savings was thus “solved” dur- 
ing the years 1955—57 by means of, principally, 
a combination of price inflation and credit and 
capital market controls, and in 1958—59 through 
credit and liquidity inflation plus some remaining 
credit controls. 

One conclusion is that the stabilisation policy 
has, in the respects referred to here, employed 
“coarse” methods. The utilisation in large meas- 
ure of both credit controls and credit inflation 
must be partly regarded as a sign of an ineffi- 
cient economic policy insofar as the partially ef- 
fective results have been achieved with the aid — 
on far too great a scale — of interventionary 
measures and public expenditure. An economic 
policy can be praised if it attains good results 
through small means. This would not, of course, be 
a viewpoint of great importance if there had not 
existed serious risks associated with these excessively 
comprehensive measures which imply a combina- 
tion of credit inflation and credit controls. The 
risks are of two types. The one is directly bound up 


with the possibility of pursuing a more lasting sta- 
bilisation policy. We see today how difficult it can 
be to overcome the inflationary tendencies in 1960 
in a situation where the high degree of liquidity 
in the business sector, which has come into ex- 
istence as a consequence of the — in this respect 
— unskilfull stabilisation policy of 1958—59, 
renders business enterprises relatively insensitive to 
credit policy measures. 

The other risk is connected with the lack of 
efficiency in the working of the capital and credit | 
market both during boom years and periods of re- 
cession. It is typical of all markets that controls 
and priority arrangements involve risks as to an 
uneconomic allocation of available resources. Large 
differences in yield, immobility in the utilisation of 
resources, grey and black markets — all these 
phenomena come into being as signs of disorgan- 
isation. Such phenomena have been characteristic 
of the Swedish credit and capital market both dur- 
ing the inflationary years of 1955—57 and — al- 
though to a somewhat less extent — during the 
following period of recession. Uncertainty as to the 
future supply of credit ‘strengthens the tendencies 
towards self-financing and increases the demands 
for high profitability from business firms. Such 
tendencies arising from the disorganisation on the 
market are not removed by means of credit and 
liquidity injections during periods of recession. 
Strongly growing government budget deficits dur- 
ing these periods give rise to an artificial abun- 
dance of savings for various sectors and enterprises 
— but this does not lead to an efficient credit and 
capital market. 

It is really a paradoxical inconsistency in the 
economic policy that so much effort is expended 
in creating an efficiently-operating labour market 
while, at the same time, so many obstacles are put 
in the way of the effective functioning of the credit 
and capital market. The determination of wages 
for various kinds of labour are kept uniform within 
relatively narrow margins at the same time as 
everything possible is done to increase the mobility 
of labour. As concerns the market for savings, the 
very large financing requirements during recent 
years in order to cover the government budget 
deficits and expenditure on house construction 
imply a permanent dislocation of the credit svs- 
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tem. This throws the price formation mechanism 
considerably out of gear and necessitates various 
forms of controls and priority arrangements. The 
mobility of savings is thereby reduced, at the same 
time as the progressive tax system makes the 
margins between the yields on various kinds of 
savings achievements very wide. In these circum- 
stances, the type of stabilisation policy that was 
followed during the period 1955—60 constitutes 
an additional factor contributing to the disorgan- 
isation of the credit and capital market. For ex- 
ample, consider such a measure as the releasing of 
investment funds during 1958—59. This measure, 
which in itself was greatly welcomed by the firms 
affected, does in fact bring increased disparity to 
the imputed price of capital and further disorgan- 
isation to the market for savings. Those firms which 
— perhaps for reasons of labour market policy — 
are allowed to utilise these funds enjoy a “capital 
subsidy”. There is in this respect no competition for 
savings under equal conditions, but certain firms 
and branches are granted priority and “capital 
subsidies” if unemployment exists or threatens to 
arise in the area concerned. There is a risk — and 


_ this risk can become very great in the long run — 


that savings in the service of this type of stabili- 
sation policy are to a growing extent being distrib- 
uted in accordance with criteria other than prof- 
itability, and this also within the private sector of 
the economy. 

My conclusion is that the type of stabilisation 
policy that has been pursued by the Government 
during recent years and which — from certain 


_ short-term viewpoints — has undoubtedly been 


very effective involves, in the long run, risks of 


affecting productivity in the economy. There are 
risks of a lowering of productivity in comparison 
with the results of an economic policy which, 
instead of more or less systematically splitting-up 
the market for savings, concentrated on making it 
work with the intention of utilising, to as great an 
extent as possible, the possibilities offered by a 
more efficient credit and capital market of allocat- 
ing the country’s supply of savings in accordance 
with profitability criteria. It is self-evident that 
profitability cannot be the only criterion for the 
distribution of savings and allocation of invest- 
ments — far from it. Large fields of investment in 
the public sector and in house construction cannot 
be evaluated on the basis of such a norm. But now 
the combination of poor government finances and 
an ambitious stabilisation policy has caused the 
Government to use a splitting-up of the credit and 
capital market as a measure of economic policy. 
This has, to a disturbing extent, implied the de- 
struction of the market mechanisms that grade in- 
vestments according to profitability. This must be 
a dangerous policy in the long run — for both the 
development of productivity and the value of 
money. What is principally to be desired in regard 
to an improvement in the stabilisation policy is 
that it should — in the near future — be so 
directed as to stimulate the development of and 
then effectively utilise an efficient credit and 
capital market. It is, of course, hardly necessary to 
add that an essential prerequisite for such a re- 
orientation of the stabilisation policy is that there 


should be a reorganisation of the government 


finances. 
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SWEDISH AID 
TO UNDER-DEVELOPED COUNTRIES 


BY JONAS NORDENSON AND BO THOME 


Problems of the under-developed countries and 
present and future Swedish aid to them have come 
to occupy an increasingly prominent position in 
public discussion. What in fact are under-developed 
countries, and why have their problems so largely 
become ours? 

The terms under-developed countries or devel- 
oping countries do not imply any value judgements 
of any kind. Both refer solely to the economic and 
technical development of the countries in question, 
not to their cultural and religious background. It 
is necessary to have some sort of measuring rod in 
order to be able to talk about a country as more or 
less developed. Sometimes per capita national in- 
come is used in this connection, but other more 
concrete concepts are also used, e.g., the standard 
of nutrition (measured by calorie and protein in- 
take), standards of health (measured by the fre- 
quency of various diseases, summarized in infant 
mortality and average expectation of life), stand- 
ards of education (as shown by the amount of il- 
literacy). The number of cars, telephones and 
owner-occupied houses per inhabitant are still 
simpler measures. Whichever of the above indi- 
cators is chosen one finds that a group of countries 
consisting of the United States, Canada, the greater 
part of western Europe, Australia and New Zea- 
land, are among the best equipped, while countries 
in Asia, Africa and South America are in general 
worse endowed. 

The boundary line between under-developed and 
developed countries is to some extent arbitrary, 
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but on the basis of the prevailing concepts the 
whole of Latin America, the whole of Africa with 
the exception of the Union of South Africa, and 
the whole of Asia except for Japan and the Soviet 
Union belong to the under-developed sphere. 

Several countries in Europe must undoubtedly 
be included as well, but we shall exclude them 
from consideration here, since their prospects of 
co-operation with industrialized countries of the 
west and east are different in kind from those which 
apply to the remaining under-developed parts of 
the world, etc. 

International political developments in the post- 
war period are the primary reason for the problems 
of the under-developed countries also becoming to 
such a large extent the problems of the industriali- 
zed countries. Almost one quarter of the world’s 
population have gained national independence in 
the last fifteen years, and this political revolution 
will continue in the present decade. In 1960 alone 
eight new states will emerge in Africa. These 
countries have asserted themselves more and more _ 
in international political co-operation, not least 
in the United Nations and its specialized agencies, 
where they are playing an increasingly important 
part. Another reason for the increased interest in 
the under-developed countries relates to the inten- 
sification of their economic problems in the 20th 
century. This in turn depends on population de- 
velopments. The practical advances of medical 
science have eliminated certain epidemic diseases, 
and the death rate has fallen while the birth rate 
has at the same time remained at a high level. 
Countries with little or no population growth have 
been confronted almost overnight with new prob- 
lems in the form of a rising population and a 
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growing pressure of population. These under- 
developed countries have not the same oppor- 
tunities as industrialized countries for utilizing this 
addition to the labour supply. There is a shortage 
of capital for obtaining more tools and machinery, 
and a shortage of teachers to train the new 
workers. Instead of being an asset to the economy 
of the country they threaten to become a burden. 
However, it is dangerous to generalize about such 
a widespread and complex problem as this. There 


are considerable differences among the under- 


developed countries. Some countries have a short- 
age of people, others a surplus, some have already 
obtained widespread industrial activity, others are 
still at the subsistence economy stage. The vast 
majority of the under-developed countries are, 
however, producers and exporters of raw materials, 
and their greatest problem is the violent fluctu- 
ations in the prices of their export products. This 
makes it impossible to calculate their export income, 
and thus their ability to pay for imports. Their 
opportunities for pursuing long-term economic 
plans are greatly restricted, capital is wasted on 
projects which must be discontinued, political 


stability is undermined by financial crises, and the 


attitude of the population to economic develop- 
ment projects can readily become one of distrust 
and resignation. 

The under-developed countries must in the first 
instance seek to solve their problems themselves. 
But they must in addition have access to capital 
and know-how from the outside world — partic- 
ularly the industrialized countries. In so doing, it 
is possible for them to pay with the funds they earn 
from their exports. In recent years the income of 
the under-developed countries from exports to in- 
dustrialized countries has amounted to about 
$ 20,000 m annually, but at the same time goods 
and services to the value of about $ 25,000 m have 
been imported. The difference — $ 5,000 m — is 
a measure of the transfer of capital from the in- 
dustrialized to the under-developed countries but 
it also reveals that the potential import require- 
ments far exceed their own ability to pay. 

This capital stream consists of about $ 2,000 m 


of private and $ 3,000 m of public capital. Private 


capital has financed a smaller and smaller part of 
the imports of the under-developed countries dur- 


ing the 20th century; at the beginning of the 
century its share accounted for 20 % of the value 
of imports, while in 1956 it was 10 %. By way of 
compensation the capital coming from various 
public sources, both individual governments and 
international organizations, has increased, partic- 
ularly during the post-war period. There are prob- 
ably idealistic and political, as well as economic 
reasons for this development. The feeling of sol- 
idarity among different groups, which has been 
capable (e.g., in Sweden) of creating a “welfare 
state” has increasingly begun to extend beyond 
national boundaries. Thus there is an idealistic, 
humanitarian attitude behind the Swedish contri- 
butions to the United Nations and its specialized 
agencies. The improvement in communications 
has contributed to a greater insight regarding the 
gulf between the rich and poor countries. The 
prevailing post-war tendency for this difference to 
be accentuated has highlighted the contrast be- 
tween international poverty and feverish national 
demands for welfare. It has been realized that this 
cleavage is a political problem which requires a 
prompt solution. Economic development which 
leads to an equalization of economic conditions has 
become a condition of peaceful development, for 
otherwise the industrialized countries run the risk 
of a head-on clash with the under-developed 
countries. At the same time there are differences 
of opinion among the industrialized countries about 
what sort of economic progress the developing 
countries ought to have, and aid from both the 
east and western blocks has tried to steer develop- 
ment in the desired directions. Naturally, the in- 
dustrialized countries also have an economic in- 
already in existence in Ethiopia, Pakistan, and 
the remainder of the world. For the industrialized 
countries in general this industrial expansion of 
the under-developed areas means that they are 
furnished with an expansive and stimulating de- 
mand for their products. At the same time a rising 
standard of living in these countries means that 
they become larger markets and increase the sales 
prospects for the industrialized countries. In this 
way the international exchange of goods can be 
stimulated, with the result of greater specialisation 
which promotes efficiency. 
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Swedish aid at present 


Since the end of the war, in 1945, Sweden has 
participated in the international work of recon- 
struction and development within the international 


organisations set up at that time — multilateral 


activity. In addition, Sweden has had its own 
bilateral aid programme, besides which a number 
of organisations such as the Confederation of Trade 
Unions, the Co-operative Union and, not least, 
the mission societies, have done good work in their 
respective fields. Like all true aid these efforts are 
characterised by the fact that they do not demand 
any quid pro quo. That this aid can nevertheless 
benefit the donor in the form of increasing good- 
will on the part of the recipient and a more 
favourable economic climate for Swedish com- 
mercial co-operation with the under-developed 
countries does not alter the character of the aid 
as assistance. There is also a distinction between 
financial and technical aid. Both forms involve 
purely financial costs, but while the former is 
directed towards the transfer of capital the latter 
is a method of transferring knowledge. 

Swedish financial aid is channelled almost en- 
tirely through the multilateral organisations. 
Sweden’s share in the World Bank (International 
Bank for Reconstruction and Development — 
IBRD) amounted to $ 100 m until 1958, but it 
was raised in 1959 to about $ 200 m. The bank’s 
total capital is about $ 20,000 m, of which barely 
1/10 has been paid in to the bank. Loans, amount- 
ing annually to about $.700 m, are given chiefly to 
under-developed countries for basic and essential 
investment projects like power stations, railways, 
and harbours. The loans are made on a purely 
commercial basis. At present there is a proposal to 
supplement the lending of the World Bank with 
“soft loans”, and this would be undertaken through 
a new development institution, the International 
Development Association (IDA). The lending 
conditions would involve on the one hand a low 
rate of interest (2 % has been mentioned) and 
on the other repayment in the local currency of 
the receiving country. In this way it would be 
possible for the under-developed countries to fi- 
nance important but not self-financing investment 
projects, such as the educational system, adminis- 


trative organisation, central institutions, etc. The 
available capital would amount to about $ 1,000 m 
and the Swedish contribution to $ 10 m, subscribed 
within five years. 

The task of the International Monetary Fund 
(IMF) is to assist the member countries with short- 
term foreign exchange credits and guarantees. 
Balance of payment crises frequently arise in the 
under-developed countries because of fluctuating 
raw material prices, and these could be mitigated, 
and indeed even prevented, by short-term credits. 
The Fund’s capital at present is $ 15,000 m, after 
an increase of $ 5,000 m in 1959. The Swedish 
share here is also 1 %, or $ 150 m. Finally, Sweden 
is also a member of the International Finance 
Corporation, IFC, founded in 1956, which is the 
only one of the United Nations’ specialized 
agencies which can participate directly in private 
investment. The Corporation’s main task is to co- 
operate with private firms in building up enter- 
prises in under-developed member countries, the 
Corporation contributing amounts up to a maxi- 
mum of half the total capital involved. The assets 
of IFC amount to $ 100 m and the Swedish share 
to about $ 1 m. 

In addition to these financial institutions Sweden 
also participates in the international work of 
technical assistance. In the post-war period the 
United Nations and its specialized agencies (The 
World Health Organization, the Food and Agri- 
cultural Organization, the International Labour 
Organization, etc.) have carried on an extensive 
programme of aid to the under-developed countries. 
In 1950 this so-called regular programme was 
supplemented by an expanded programme (Ex- 
panded Programme for ‘Technical Assistance 
EPTA), under which most of the international 
technical assistance in the past ten years has been 
carried out. It is estimated that about 8,000 ex- 
perts and 14,000 scholarship holders have been 
placed through this expanded programme, at an 
annual cost at present of about $ 30 m, of which 
Sweden contributes about $ 1 m and a compara- 
tively large number of experts and scholarship 
places. This programme was reinforced in 1959 by 
a “Special Fund” whose task is to undertake in- 
vestments which follow up the technical aid. The 
Swedish contribution here amounts to about $ 2 m 
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per annum, or double the amount to EPTA. 

In addition to these contributions within the 
framework of a multilateral programme Sweden 
also has a special bilateral programme for the 
under-developed countries. It is considerably smal- 
ler in scope, and more specialised in character. In 
1952 forty-four Swedish interest groups and organ- 
isations formed a Central Committee for Swedish 
technical assistance to less-developed areas, and 
this committee has had at its disposal government 
grants of about $ 0.5 m per annum and also funds 
from the 1955 collection “Sweden Helps”. The 
Swedish effort was concentrated in the first in- 
stance on two countries, Ethiopia and Pakistan. In 
Ethiopia there is a building technical institute 
which contains a research institution and a school 
for building engineers, and also a training school 
for nurses. In Pakistan there is a vocational training 
school. In recent years a research programme on 
family planning has been started in Ceylon. The 
Central Committee has also arranged courses in 
Sweden and received individual scholarship hold- 
ers. The Swedish mission to under-developed 
countries has old traditions and very extensive 
activities, costing at present about $ 4 m per 
annum. With these funds it was possible in 1958 
to run schools with a total of 160,000 pupils, 
hospitals with 45,000 patients, while half a million 
patients were cared for in polyclinics. The Con- 
federation of Trade Unions and the Central Or- 
ganization of Salaried Employees have also under- 
taken smaller-scale private work, and in the years 
1958—60 they have contributed about $ 0.25 m 
through the International Confederation of Free 
Trade Unions (ICFTU) for setting up trade union 
schools in Africa and south-east Asia and courses 
in Latin America. The co-operative organisations 
have also arranged a collection, “Without Fron- 
tiers”, which raised $ 0.2 m, and this money is 
being used to set up a school for co-operative 
employees in south-east Asia. 


Proposals for expanding Sweden’s contribution 


Interest in a larger Swedish contribution towards 
the under-developed countries is reflected not only 
in current discussion but also in the concrete 
proposals which have been laid before the Riksdag 
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and in the initiative taken by the government. In 
public debate the figure of 1 % of the national 
income has sometimes been mentioned as the sum 
that should be devoted to helping the under- 
developed countries, which would mean $ 100 m 
— $ 120 m per annum against the present $ 4 m— 
$ 5 m (excluding the contributions to financial 
institutions). Although such a large scale effort 
seems desirable as a long-term measure it would 
still seem to be necessary to examine thoroughly 
the principles for distributing aid among various 
forms of help and co-operation. Thus there is good 
reason for not simply devoting these funds to a 
bilateral or multilateral aid programme, but for 
also taking account of the possibilities of stimula- 
ting a still greater commercial contribution by 
Sweden to the under-developed countries. 

In 1959 proposals were put forward in the Cen- 
tral Committee for enlarging the contributions in 
the sphere of bilateral technical aid. The scope of 
the proposals is shown by the fact that the costs 
would rise from between $ 0.6 m to about $ 2.3 m 
— a relatively small increase in absolute terms. In 
the first instance the most efficient method is con- 
sidered to be that of supporting projects which are 
already in existence in Ethiopia, Pakistan, and 
Ceylon, but it is hoped to supplement this by new 
efforts, e.g., in India, Pakistan, Indonesia, Sudan, 
Liberia, Nigeria, and Tunisia in the form of such 
things as small industrial institutes and vocational 
training schools. It is hoped further to put on a 
permanent basis courses given hitherto in veter- 
inary science, health administration, and foundry 
technique, and to add courses in such subjects as 
plant culture, physics, building problems, forest 
protection, and demography. Scholarship activity 
would also be considerably expanded. This in- 
vestigation has found support in various motions 
submitted to the Riksdag this year. 

In the debate on these questions the business 
and economic aspects of official aid have, however, 
been under-stressed or completely neglected. Dur- 
ing the past year a working party within SNS (The 
Industrial Council for Social and Economic 
Studies) has been endeavouring to elucidate the 
economic prerequisites of Swedish aid and its con- 
sequences for Swedish industry, and in connection 
with this has put forward proposals and recom- 
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mendations bearing on the part which Swedish 
industry can and ought to play in future activity. 
The working party has entirely supported the ideal- 
istic and political motivation which the Central 
Committee put forward in its enquiry, and is very 
sympathetic towards the idea that Sweden in future 
should make a considerably larger effort in this 
field than in the past. It considers, and this is one 
of its main theses, that contributions based on ideal- 
istic grounds can be made much more fruitful if at 
the same time they are based on economic consider- 
ations. Agreement has been reached in the group 
that an expansion in Swedish aid must be linked 
more closely to commercial efforts. Only a com- 
bination of these factors can be expected in the 
long run to lead to economic progress in the 
under-developed countries. 


Commercial contributions — technical aid 


The scope of the international trading links, 
private investment, and official aid to the under- 
developed countries has been indicated above. 
Also the Swedish co-operation with these countries 
has, quite naturally, chiefly been commercial in 
character. Thus Swedish imports from them in 
1958 amounted to about $ 350 m, and Swedish 
exports to $ 325 m. Almost half the exports 
consisted of investment goods (machinery, in- 
struments, and transport equipment), i.e., a con- 
siderably larger proportion than in the case of 
total exports, of which these goods account for 
about 1/3. If one studies the long-term devel- 
opment of Swedish exports to these areas one finds 
that they have grown much more quickly than 
total exports. From 1938 to 1948 they rose three 
times as fast, and from 1948 to 1958 at the same 
rate as total exports. This has led to the under- 
developed countries nowadays taking 15 to 16 % 
of total exports, against 8 % before the war. This 
can also be illustrated by an arithmetic example. 
If exports to the under-developed countries had 
grown at the same rate as other exports from 1938 
to 1958 the total value of exports in 1958 would 
have been $ 175 m smaller. One reason for this 
favourable development is that the composition of 
Swedish exports corresponds well with the most 


rapidly growing demand of the under-developed 
countries, that for investment goods. On _ the 
average 25 % of Swedish engineering exports go 
to these areas, while in the case of electrical 
machinery for example the figure amounts to 
almost 40 %. 

Direct private Swedish investment in the under- 
developed countries, e.g., in the form of subsidiary 
companies, has been rising in recent years and 
amounted in 1959 to $ 20 m in round figures. This 
can be compared with non-recurring financial aid 
given or with the technical official aid amounting 
to $ 4 m—$ 5 m. Thus the Swedish commercial 
contributions are significantly larger in size than 
the official aid. It should also be noted here that 
both the pure exchange of trade and direct invest- 
ment involve a fair-sized export of knowledge and 
technical co-operation. Some Swedish firms have in- 
deed specialised in selling only knowledge. 

Both the official aid and commercial co-operation 
would undoubtedly benefit from being co-ordinated. 
With this in mind the investigation of the Central 
Committee has said that it would be helpful if 
technical aid could serve as a sort of spearhead for 
Swedish trade. Aid has undoubtedly a task to fulfil 
here which can well be combined with its other 
objectives. It is not certain, however, that such 
aid is that which best serves Swedish interests. 
There is a great risk of channelling aid in the 
wrong direction both in the choice of Swedish aid 
projects and in the division among receiving 
countries, Swedish foreign trade is already widely 
scattered, and many of the countries where Sweden 
is not represented probably lack the requirements 
for an exchange of trade with Sweden. Another 
idea is that technical aid should support existing 
Swedish commercial interests in the under-devel- 
oped countries, since this gives some guarantee that 
the aid is distributed among commercially interest- 
ing countries and — more important — that the 
aid is given to countries where one can be certain 
that there will be a commercial follow-up on the 
aid. The most important element in the provision 
of aid after the build-up of the project is not its 
execution but — paradoxically — the transfer of 
the project into the hands of the country in 
question. The prospects for the cessation of 
Swedish contributions to a project leading to its 
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being continued under the direction of the recipient 
country are very much more favourable if the 
country’s economic progress has been supported by 
simultaneous and more enduring commercial ef- 
forts. In fact economic development in the under- 
developed countries probably requires collaboration 
between official contributions in, e.g., administra- 
tion and management, communications, education, 
health, statistical and economic organizations on 
the one hand, and private efforts in industry, trade 
and agriculture on the other. The advantage for 
private Swedish interests in these countries is that 
this can make their own activity easier and more 
efficient. The lack of effective and reliable ad- 
ministration, deficiencies in legislation, the lack of 
political stability, import difficulties because of 
foreign exchange shortages, etc., make it more 
difficult for Swedish firms to make a contribution 
in these countries. The quicker these defects can 
be removed the easier it is for Swedish firms to 
make a contribution which benefits these coun- 
tries, 

It is also possible for commercial efforts and 
official aid to go together directly. In a sphere 
such as vocational training official help can be 
made more effective if it has the opportunity to 
build on the experience of Swedish entrepreneurs, 
and can utilise its machinery and foremen. At the 
same time it is easier for Swedish firms to obtain 
trained labour if their own efforts are accompanied 
by such official aid. 


How can we make our contributions 
fully effective? 


Swedish aid to, and co-operation with the under- 
developed countries is limited both by the financial 
resources within the country and by the personnel 
resources. Sweden must economise in the use of 
its assets by giving official aid only in those spheres 
of activity where we are best qualified and to such 
countries as can best utilise these efforts, and in 
addition by giving the aid in the most efficient 
form possible. Thus the effectiveness of the Swedish 
efforts depends on each and all of the following 
factors: the type of project selected, the division 
among countries, and the organization. 


Sweden probably has special qualifications and 
experience in administration and planning both of 
an official and private industrial character. The 
organization of the Swedish labour market can 
also serve as a pattern in the under-developed 
countries. With its high technical standards Sweden 
is of course well qualified to help, e.g., in industry, 
forestry and agriculture in these countries. The 
choice of project must, however, depend on the 
availability of trained Swedish personnel. In view 
of the fact that Swedish contributions will be 
required on a growing scale for several years to 
come it would be desirable for training oppor- 
tunities — the capacity — in trades where we 
ought to be giving aid to be extended in the light 
of international requirements. This would be 
cheaper than tearing Swedish experts away from 
their employment in Swedish industry, to the 
detriment of Swedish production. 

The division of the Swedish contributions among 
different countries depends in part on the choice of 
projects. Only those countries that are interested 
in Swedish experience in the trades in which we 
think we can help can of course enter into con- 
sideration. Likewise it is important that the receiv- 
ing countries can make use of the Swedish contri- 
butions. It sometimes happens that certain under- 
developed countries are interested in very special- 
ised Swedish contributions, by which, however, they 
cannot profit in the immediate future. It would 
seem on the whole to be a matter of importance 
for Swedish aid to be directed to countries which 
have attained a high enough level of development 
or are otherwise of the type which is the object 
of Swedish commercial endeavour. Many of the 
semi-industrialized countries have probably reached 
a.level where they are mature enough to absorb 
both high-level technical skill and commercial 
co-operation. The more-developed countries of 
Latin America, Iran, India, Indonesia and some 
of the states in north Africa can be reckoned 
among these. Some of the less-developed countries, 
e.g., in west Africa, seem to be particularly “devel- 
opment conscious”, and are therefore well suited 
for both commercial activity and official aid. It 
is of course desirable for the countries we help to 
have a certain measure of political stability; but 
on the other hand it is a fact that no economic 
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development can take place without political and 
economic stresses. As a matter of fact these stresses 
seem to form a necessary element in this developing 
process. Thus nationalism and economic progress 
often go hand in hand. This political instability 
can also provide a justification for Swedish efforts, 
since help from a small, neutral, and “safe” 
country like Sweden can facilitate stabilization of 
political developments in a direction which also 
promotes further Swedish commercial endeavours 
in the country. On the other hand Sweden probably 
has no interest in helping areas which are domi- 
nated by a major power, whether the dominating 
influence is a country of the west or the eastern 
bloc. 

With regard to the organization of the Swedish 
contributions the question has sometimes been 
discussed of whether multilateral aid is preferable 
to bilateral help, and vice versa. However, these 
forms of providing aid are not mutually competi- 
tive. As far as the under-developed countries are 
concerned the multilateral form is ideal in areas 
where pressure from other countries is feared. At 
the same time bilateral contributions in, e.g., in- 
dustry, have quite a different degree of flexibility 
and different prospects. Thus bilateral aid generally 
has the advantage that it can combine technical 
and financial aid more easily, and likewise aid with 
commercial efforts. 

The effectiveness of Swedish aid depends to a 
large extent on the planning which precedes the 
project and on the current administration while it 
is in progress. The administrative costs have some- 
times been used as a criterion of efficiency, low 
costs being regarded as an indication of great ef- 
ficiency. This is misleading. As a matter of fact 
Swedish bilateral and international multilateral ac- 
tivity both suffer from a lack of efficient adminis- 
tration, which could be alleviated if more funds 
were devoted to it. It seems that the real costs of 
administration are generally under-estimated in of- 
ficial planning. 

The Central Committee enquiry has proposed 
an improvement in the efficiency of the multi- 
lateral activity through a Swedish contribution, 
by reinforcing the top experts sent out by the 
United Nations with assistant Swedish experts 
paid by the Swedish government. The latter would 


be young professionally trained persons with some 
years practical experience, whose task it would be 
to relieve the chief expert of the simpler parts of 
his work and follow it up in his absence. In ad- 
dition to the increase in the efficiency of official 
aid which this would bring about these young 
Swedish experts would obtain a valuable addition 
to their training. The Netherlands has been putting 
a project of this kind into practice for several 
years, with exceedingly good results. 

As has been shown above, there are in the main 
three forms for spreading technical aid. Swedish 
institutions can be set up in the under-developed 
countries, such as the building institute in Ethiopia 
or the vocational training school in Pakistan; 
Swedish experts can be permitted to go forth 
under the auspices of other institutions and share 
their experience and, thirdly, scholars from the 
under-developed countries can be accepted for 
study in Sweden. These three forms of aid are 
complementary, and the choice between them 
depends entirely on the subject area selected and 
on the level at which knowledge is imparted. 

There are many categories of “Scholarship 
holders”, from the most highly trained leaders in 
their fields to young students. They come to 
Sweden in various ways, at their own cost, via 
United Nations activity, under the United States 
third country programme’, and under bilateral 
Swedish aid. It is understandable if in all this 
there is some lack of co-ordination in the reception 
they receive in Sweden. It would be desirable if 
the times of the individual study visits could be 
co-ordinated, for this would reduce the costs in- 
curred by the Swedish firms and institutions which 
take charge of them, and at the same time make 
some of those who had previously rejected scholars 
more willing to receive them. 

Greater efficiency would also be achieved in the 
sending out of experts if this activity was co- 
ordinated. A body set up by the organizations in 
industry which “briefed” the experts before their 
departure and ensured that their experience bene- 
fitted the aid authorities and commercial interests 
on their return home would provide an appropriate 
solution. 


1 Scholars from under-developed countries who study in 
Sweden at American expense. 
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Swedish aid cuts both ways 


The under-developed countries’ need of external 
aid in the form of capital and knowledge is in- 
controvertible. So too there is general support for 
an expansion of Swedish contributions, both bi- 
lateral and multilateral. The idealistic and to some 
extent the political reasons for aid are probably 
generally accepted. By contrast there is much more 
doubt about the economic reasons for Swedish aid. 
The industrialization of the under-developed 
countries has already shown that this can be de- 
trimental to Swedish enterprises both in export 
markets and in Sweden. It is not unusual for 
under-developed countries which have succeeded in 
attaining a certain level of production to introduce 
import restrictions soon after making a start, in 
order to prevent foreign competition. Thus Swedish 
firms have seen a number of their export markets 
disappear behind tariff walls and direct barriers. 
In the textile industry, for example, the production 
capacity of the under-developed countries has 
given rise to marketing difficulties for the major 
textile countries, principally Great Britain, and this 
has led to intensified competition, e.g., in the 
Swedish market. Is it then advisable for Sweden 
to support further industrialization in the under- 
developed countries? Does it not lead to further 
difficulties for Swedish enterprises? This cannot be 
denied. But Sweden cannot delay this process 
noticeably by withdrawing its support. Other 
countries will then be delighted to step into the 
place vacated by Sweden, since aid agreements 
have become a medium for maintaining national 
trading interests. There is no reason why Sweden 
should refrain from enjoying the commercial ad- 
vantages which technical aid can give. The indu- 
strialization of the under-developed countries and 
the simultaneous building up of the Six and Seven 
trading areas will probably necessitate an accelerated 
process of adjustment in Swedish industry in the 
next ten years. Experience of the process of industri- 
_al change in Sweden during the past century dem- 
onstrates that, despite the costs and personal sacri- 
fices, it has brought about a higher and rising 
standard of living. Adjustment to altered con- 
ditions of life has been and is a fundamental pre- 
requisite of our economic welfare. As far as 


Sweden is concerned the main positive features in 
the prevailing situation are that the under-de- 
veloped countries are good markets for machinery, — 
transport equipment, and instruments, for technical 
services, production licences, patents, and for 
Swedish capital during their development phase. 
The rising standard of living in the under-de- 
veloped countries means that selling opportunities 
increase for all types of products. When markets 
grow specialisation can benefit both the industri- 
alized and the under-developed countries. 

The Swedish process of adjustment does, how- 
ever, require that the authorities, enterprises and 
wage-earners do everything in their power to 
facilitate it. Thus there will obviously be an in- 
creased need for flexible investment and also for 
capital. Likewise it is necessary to facilitate the 
supply of trained manpower in the appropriate 
sectors by retraining, training, transfer grants and, 
not least, some reserve of houses. 

Even if the Swedish economy were to follow 
the rules of the game which must apply if a process 
of adjustment is to benefit all the parties it may 
happen that the under-developed countries do not 
entirely realize the need for these rules. If, for 
example, there is discrimination against Swedish 
exports which harms both Swedish interests and 
the receiving under-developed country Sweden 
must of course enter into negotiations about these 
problems. Likewise there are good grounds for 
opposing any tendencies towards the dumping 
(however this is defined) in Sweden of goods 
which have been produced in the under-developed 
countries. The Swedish authorities can give power- 
ful support to the commercial efforts and technical 
aid through negotiations in the field of trade 
policy. 

It would seem to be a matter of common interest 
for Sweden and the under-developed countries to 
stabilize the prices of raw materials. In addition 
there is probably a good case for Sweden en- 
deavouring to reduce the effect of discriminatory 
measures of the Six and the Seven against the 
under-developed countries. Healthy and expanding 
foreign trade is probably the best means for pro- 
moting general economic progress and peaceful 
political development. 
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THE ENGINEERING INDUSTRY AND 
EUROPEAN INTEGRATION 


BY OLLE BJORCK 


The Swedish tradition in the iron industry, and 
fundamental inventions like de Laval’s separator, 
Wingquist’s ball bearings, and Dalén’s automatic 
beacons, were the essential pre-requisites for the 
development and expansion which has taken place 
in the Swedish engineering industry during the 
twentieth century. At the turn of the century 
Swedish engineering production amounted to 105 
m crowns, about 9 per cent of total industrial 
production at that time. Today the engineering 
industry is the most important section of Swedish 
industry, with an annual production value of 
13,500 m crowns, or about 30 per cent of total 
industrial production in Sweden. From the very 
beginning of the century engineering products have 
been exported, and about 8 per cent of engineering 
production was being exported fifty years ago. In 
1959 exports of engineering products amounted 
to about 4,000 m crowns, or close on a third of 
the total production value of this sector. This 
means that engineering exports account nowadays 
for a larger share of total exports than ever before, 
and that in value terms it is somewhat larger than 
exports of forest products. The engineering in- 
dustry has also become a very important employer, 
employing more than 30 per cent of the total 
number of manual workers, and about 50 per cent 
of the salaried employees, in Swedish industry. 

However, we are not alone in the world in this 
favourable development of the engineering industry 
sketched above. A comparison with developments 
in the most important producing countries in 
Western Europe shows that our competitors in 
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world markets have expanded their engineering 
production rapidly, particularly during the last 
ten years. Table 1 shows that in several West- 
European countries production in the engineering 
industry expanded much more rapidly during the 
1950s than in Sweden. The growth of production 
in Germany and France is particularly striking, 
and, against the background of current interna- 
tional trade policy in western Europe, gives us 
food for thought. 

In the context of western Europe our engineering 
industry is fairly insignificant. The industry em- 
ploys in western Europe between 8 and 9 million 
people, and of these Sweden has about 300,000. 
Swedish engineering production accounts for about 
5 per cent of the total production in the industry 
in the OEEC countries, while the United King- 
dom’s share is over 30 per cent, West Germany’s 
25 per cent, and that of France 20 per cent. The 
graph on the next page illustrates the importance 


Table 1. Engineering production in 1950 and 1958 
(1953 = 100) 


1950 | 1958 


United Kingdom 
Germany’ 25s. bhakti 54 195 
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Table 2. Exports of engineering products to the Six, the Seven, and the U.S.A. in 1950 and 1958 
(excluding hardware, tools and ships ) 


Machinery, apparatures, 


Transport equipment 


instruments, etc, excluding ships Total 
1950 1958 1950 1958 1950 1958 
value | per | value | per | value | per | value | per | value | per | value | per 
Kr. mill.} cent | Kr. mill.} cent | Kr. mill.) cent | Kr. mill.| cent | Kr. mill.| cent | Kr. mill.| cent 
BEERS ay chen Say <lcielale$ 122.2 40 324.6 39 UY Se joel 33.2 13 133.7 40 357.8 | 33 
PRE SCVEI Faiais cies si sis eles 175:6m 997 422.1 51 17.0 999) 10355)) ||" 41 192.6 57 525.6 | 49 
OSS en CAR ee Deere 11.3 3 82.1 10 0.1 —] 1163 46 11.4 3 198.3 | 18 


Total| 309.1 | 100 | 828.7 | 100 | 28.6 | 100 | 253.0 | 100 | 337.7 | 100 | 1,081.7 | 100 


of the European countries in export markets, and 
shows the proportion of production exported by a 
number of OEEC countries. | 

A study of the countries to which engineering 
exports are directed indicates that close on two 
thirds of total engineering exports go to the highly 
industrialised countries of the world, i.e., to the 
Six, the Seven, and the U.S.A. Table 2 compares 
the development of exports of machinery, equip- 
ment and means of transport (excluding ships) 
to these three areas in 1950 and 1958, and shows 
that, while the value of exports to the Six and the 
Seven increased almost threefold during the period, 
exports to the U.S.A. during the same period in- 
creased by close on twenty times. Even if the rapid 
development of motor car exports to the U.S.A. 
in recent years is ignored, the strongest relative 
expansion in sales of engineering products in the 
past ten years has been directed towards the U.S.A. 
It is naturally impossible to indicate in general 
terms the reasons for this trend towards the west 
in engineering exports. Quite apart from the gener- 
al psychological background of the national dollar 
shortage around 1950, it is probably true to say 
that many firms at that time did not consider the 
west European market to be very tempting, for 
such reasons as the instability and difficulties con- 
nected with the widespread import and foreign 
exchange restrictions. The division into many small 
markets dictated by national boundaries was an- 
other restrictive factor. The great possibilities for 
expansion which the U.S.A. with its 160 million 
inhabitants could offer export firms were a factor 
which provided a big stimulus to bold action and 


considerable risk-taking. Those who succeeded in 
obtaining a foothold in the American market had, 
and still have, greater prospects of expansion in 
this the largest free market in the world, than in 
any other country. Many engineering firms which 
began to sell on a modest scale in a small area of 
the U.S.A. have since been able to expand and 
cover an increasing part of this large market. It 
ought also to be mentioned in this connection that 
many Swedish engineering companies felt the 
need for a direct contact with the explosive de- 
velopments and creativeness in technology which, 
particularly during the immediate post-war years, 
gave American industry a unique position in the 
world. 


Hh 


Engineering production and exports in some West European 
countries in 1958. Dollars 1,000 million 


A Production B Exports 


United 
Kingdom 


Germany 
France 
Italy 


Sweden 


The Nether- 
lands 


Belgium 
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Table 3. Exports of engineering products to the Seven, in 1950 and 1958 
(excluding hardware, tools and ships) 


Machinery, electrical 


Transport equipment 


apparatus, instruments, etc. excluding ships Total 
1950 1958 1950 1958 1950 1958 
value | per | value | per | value | per | value | per | value | per | value | per 
Kr. mill.| cent | Kr. mill.| cent | Kr. mill.| cent | Kr. mill.| cent | Kr. mill.| cent | Kr. mill.| cent 

INOrway cece es aies ste 82.9 47 165.5 39 8.6 46 56.6 55 91.5 47 222 42 
Wenmark crv eee 43.5 Zao 109.5 26 6.9 37 3351 32 50.4 26 142.6 2, 
United Kingdom ...... 20.7 12 83.0 20 1.4 yf 0.9 1 22a 11 83.9 16 
Portugal Pag) tan. sae 7.6 4 13.1 3 a3. i 10.8 10 8.9 5 23.9 5 
Switzerland ©2020 eee 13.4 8 28.4 7 0.6 3 aay, 2 14.0 7 30.1 6 
(AUStriat iets cae eee 74 4 22.6 5 0.0 — 0.4 — 74 4 23.0 4 


Total] 175.5 | 100 | 422.1 | 100 | 18.8 | 100 | 103.5 | 100 | 1943 | 100 | 525.6 | 100 


To a greater extent than that of other products 
the export of engineering products demands conti- 
nuity. As a rule an engineering firm must devote 
considerable costs and several years’ work to 
“opening up” a market. The mere introduction of 
a product to a new market can be a dead loss in 
the preliminary stages, particularly in highly in- 
dustrialised countries where domestic industry has 
a firm hold on the consciousness of the buyer. In 
selling engineering products it is therefore neces- 
sary to operate on a long-term plan and market 
objective. The requirements of the new market 
for service, technical advice, spare parts etc., must 
be planned on a long-term basis for the sales of- 
fensive to have the desired effect. In other words 
it is not easy to alter course, but once a change of 
course has been decided upon it is necessary to 
follow it vigorously. 

The Common Market and the Outer Seven 
(EFTA), the latter created as a logical outcome 
of the breakdown of the European free trade 
negotiations, have brought us to a situation in 
which it has been made much more difficult for 
the individual firm to undertake long-term plan- 
ning of this kind. Although the difficulties are less 
obvious for those engineering firms that already 
have subsidiaries or sales agencies in both the 
trading groups, the result of the attempts at in- 
tegration has created a situation which gives rise 
to uncertainty and bewilderment among those who 
have to determine a firm’s future. The formation 
of the Common Market among the Six was con- 


sidered by many Swedish firms in 1957—58 as one 
link in continued and expanded European trade 
co-operation. Some firms also hastened to establish 
positions within the area of the Six. Expansion or 
establishment of subsidiaries and selling companies 
and increased representation on the continent were 
planned, and it was calculated that these efforts 
would bear fruit in the larger European market 
which was expected shortly as a complement to 
the common market of the Six. When the negotia- 
tions for a European free trade area broke down 
the formation of a European Free Trade Associa- 
tion (EFTA) clearly became necessary, not only 
as a bargaining position for the countries outside 
against the Six, but also on business grounds, 
particularly for export industries in Sweden and 
elsewhere. 

Naturally, it is difficult to assess the implica- 
tions of the EFTA for the engineering industry. 
To a large extent the answer depends on whether 
the Seven will become part of a larger market in 
the near future or not. Table 3 shows that about 
85 per cent of engineering exports to the Seven 
went to Denmark, Norway, and the United King- 
dom, both in 1950 and 1958. There is probably 
reason for expecting that these countries will in 
the future become even more important for the 
export of engineering products. Our Scandinavian 
neighbours, Norway and Denmark, are the most 
significant at present. The foreign exchange dif- 
ficulties which have hitherto forced Denmark and 
Norway to pursue a policy of restricting imports 
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have recently been considerably reduced. In Den- 
mark, however, the quantitative import controls 
are now being replaced by new and in several 
cases considerably higher tariffs, which are in- 
tended to give Danish industry time to prepare 
for the more intensive competition which is gener- 
ally considered likely. It is worth mentioning in this 
context that, in introducing the legislative proposal 
for EFTA, the Swedish minister of trade stated 
that the goals of economic policy in Sweden had 
included “considerable restraint in protecting do- 
mestic production against competition from im- 
ports in the Swedish market’. Such factors as the 
short distances and similarity of languages suggest 
that it should be possible to develop trade with 
Denmark and Norway to our mutual advantage. 
In the Scandinavian engineering industry (in- 
cluding Finland) there is already at the moment 
a growing network of sub-contractors, e.g., in the 
motor car industry, and it is probable that this 
particular road towards increased specialisation 
will become more significant with more liberal 
trading conditions in the engineering industry. 
The British market is particularly interesting by 
virtue of its size and growing purchasing power. It 
is true that Swedish engineering exports to Britain 
have hitherto been comparatively insignificant 
compared with Swedish imports of British engi- 
neering products. In recent years British engi- 
neering exports to Sweden have been 4 or 5 times 
greater than the exports of Swedish engineering 
products to Britain. However, the importance of 
Britain as a market has increased considerably in 
the past ten years. Swedish exports include in- 
dustrial equipment such as ball bearings, machine 
tools and office equipment, and consumer goods 
like burner stoves, cutlery, and electrical household 
goods of various kinds. The quality-conscious and 
technically often advanced British engineering in- 
dustry could very well be an important customer 
for Swedish suppliers of machinery and engineering 
equipment. In the case of consumer goods the 
very high tariffs, in conjunction with conventional 
buying habits, have in many cases made it im- 
possible to export from Sweden. With declining 
tariffs and the very great increase in recent years 
in new products of modern design the consumer 
goods part of Swedish engineering exports should 


probably be able to count on new opportunities 
here as well. At the same time it must not be 
forgotten that British production resources in this 
sector have been developed rapidly in the past 
ten years, and a greater British offensive in the 
Swedish market for durable consumer goods like 
cars, TV sets, radios, and household equipment is 
highly probable. 

As table 2 shows, exports to Switzerland, Austria, 
and Portugal have not so far been too significant 
in relative terms. Since the first two countries at 
any rate must, because of their highly developed 
industry and rising consumption, be considered 
good markets in the short run as well, some ex- 
pansion can probably be anticipated here in ad- 
dition. 

If the desired association between the Six and 
the Seven does not come about within the next 
few years we must expect that, as tariffs within 
the Seven are lowered, Swedish engineering ex- 
ports will to an increasing extent be directed 
towards the EFTA countries. If the two blocks in 
western Europe endure Swedish exporters will 
gradually have more and more inducements to 
increase their exports to the EFTA countries rather 
than to the Six. It is hardly necessary to point out 
here that this situation is neither desired nor con- 
sidered desirable from the Swedish point of view. 
A number of firms, particularly large companies, 
have in the past built up and developed exports 
to various countries in the Common Market. In 
the light of what was said earlier about the costs 


_of entering a new market and the need for conti- 


nuity in the export of engineering products, it is 
in many cases necessary for firms in the engi- 
neering industry which have previously established 
themselves in the countries of the Six to defend, 
and even continue to consolidate, positions already 
attained. This will, however, take place under 
competitive conditions which, with regard to the 
external tariffs and inner preferences of the Six, 
must be described as very unfavourable from the 
Swedish point of view. In the situation which 
can thus develop it may prove necessary for the 
Swedish exporter to compensate for the market 
of the Six by expanding exports to the Seven. The 
channelling of more exports towards the EFTA 
countries leads to closer personal contacts and in 
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general to a better knowledge of industry in these 
countries. Such contacts create favourable condi- 
tions for co-operation agreements, quota agree- 
ments and other forms of collaboration both in the 
technical and the commercial field. Tariff reduc- 
tions for raw materials, semi-finished goods and 
machinery from the EFTA countries will likewise 
give the purchasing officers of Swedish engineering 
firms cause in due course to examine quotations 


from other EFTA countries with greater interest. 
Although increased trade between the EFTA 
countries will certainly benefit the further develop- 
ment of the engineering industry it is hoped from 
the Swedish side that the co-operation in western 
Europe for free trade which has characterized the 
past ten years can be pursued to a successful con- 
clusion — free trade throughout the whole of 
western Europe. 


THE INDUSTRIAL COUNCIL FOR SOCIAL 
AND ECONOMIC STUDIES 


BY TORSTEN CARLSSON 


There are many reasons why business men, as 
well as politicians and administrators, need to have 
a good insight into the society in which they work. 
They require a knowledge of the society, its struc- 
ture, and the way in which it functions in order to 
be able to direct their enterprises and attend to 
relations with other groups in society and with 
central and local government, and this need is in- 
tensified by the fact that society changes so rapidly 
that our ideas about reality often tend to be out- 
dated. It is also worth noting that business men 
have to meet growing demands on the part of the 
authorities, organisations and various groups of 
citizens that they should become involved in a 
number of questions which lie outside the sphere 
of business management in the narrow and tradi- 
tional sense. The current strong emphasis on 
technology, production, and material welfare 
places them in a key position. 

When The Industrial Council for Social and 
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Economic Studies (Studief6rbundet Naringsliv och 
Samhialle, or SNS) was formed in 1948 by a num- 
ber of young businessmen and social scientists, the 
founders argued that private business had devoted 
far too little attention to general economic and so- 
cial questions. The private sector had in various 
connections, and in public debate in particular, 
often demonstrated that it lacked the ability to ad- 
vance its own points of view with sufficient strength. 
Attitudes adopted in politics had frequently given 
the impression of a lack of understanding of the 
problems of business firms, and this was ascribed 
in large measure to the very limited interest shown 
by business men towards social questions. It was 
also argued that there was justification for the 
assertion that public debate in general lacked an 
adequate and firm foundation in the form of ob- 
jective and intensive analyses of developments in 
society. 

Now, twelve years later, the situation must in 
several respects perhaps be described in a different 
way. The lively activity in the social sciences over 


QUARTERLY ReEview. Apri 1960 63 


the past ten years, improved statistics and other 
information, have all provided us with greater 
knowledge about society. The large organisations 
are now considerably better equipped to handle 
major problems, while the interest in social ques- 
tions among business men has grown and is still 
on the increase. 

There still remains, however, a great need for 
facts and analyses of important problems of devel- 
opment, and also for the dissemination of the 
knowledge and material which is acquired — not 
least throughout commercial and industrial life. 
The task which SNS has taken upon itself is to 
create, primarily in the private sector but in other 
circles as well, greater interest in social questions. 
This object is expressed in the rules of the Council 
as follows: 

“The purpose of SNS is to work, particularly 
through the media of investigation, training and 
information activity, for an increase in productivity 
and efficiency in the various branches of com- 
mercial and industrial life, for the strengthening of 
solidarity and cooperative willingness between em- 
ployees and management of enterprises, and, in 
addition, for a general economic policy which 
creates the most favourable conditions possible for 
economic development, and for social and cultural 
progress in our country. In carrying on its activ- 
ities the Council will operate independently of 
political parties and party programmes.” 

These objectives have moulded the organisation 
of the methods of work which have been selected. 
It has been considered absolutely fundamental to 
endeavour to establish a reliable basis for the 
discussion of central questions which are important 
for the sort of commercial and industrial life which 
SNS wishes to bring into being. A large proportion 
of the available resources is therefore devoted to 
research and investigations. However, SNS is not 
only a research institute. It attaches great im- 
portance to its work of enquiry being carried on 
in close contact with those engaged in the day-to- 
day running of enterprises — if possible by having 
them participate in the actual work of investigation 
as advisers and collectors of material. Particular 
attention is also devoted to the dissemination of 
the results arrived at through research. Local 
groups have been formed in order to deal (inter 


alia) with these last objectives. Conferences on 
various economic and social questions fundamental 
for industrial life and society provide a further 
form of activity. 

An account of research projects, organisations 
and methods of operation does not, however, 
provide an exhaustive description of SNS and its 
aims. The excerpt from the rules indicates that 
its activity is also based on an idealistic attitude 
towards social problems. SNS does not work ex- 
clusively for the promotion of some particular 
group interest. It sees its task as being that of 
ensuring that social problems are tackled in an 
objective manner and in a broad perspective. It 
strives to be a forum for those who wish to ap- 
proach social problems in an unbiased manner. 


The sphere of SNS activities 


SNS concentrates its work on questions which 
concern business enterprises — the framework of 
and conditions for their activity and development, 
their relations with employees, local authorities, 
the Government, the organisations and the public. 
Thus the problems taken up relate to the subject 
matter of, e.g., economics, business administration, 
political science, sociology and education. The 
research which is carried on in SNS aims at solving 
problems in practical life. When this cannot be 
accommodated according to academic disciplines 
it means that the project usually touches on several 
disciplines at one time or is on the boundaries of 
various academic subjects. 

It was natural for the programme which was 
drawn up when SNS began its work to be focused 
on social problems which were acute at the time. 
Government economic controls, manpower prob- 
lems arising from full employment, reforms in the 
educational system — these were examples of some 
of the things about which it was considered im- 
portant to acquire a deeper knowledge. The most 
convenient way of describing the field in which 
SNS has worked and is working is to give a brief 
description of questions which have been taken up. 
What follows does not, however, aim to be ex- 
haustive, and a number of subjects discussed in 
smaller works and at conferences have been omitted 
from this survev. 
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Economic questions 


The functioning of commercial and industrial 
life in a controlled economy was a keenly debated 
question in the immediate post-war years, and 
Professor Erik Lundberg made a study of this 
subject. The scope of the study was, how- 
ever, widened while it was in progress, principally 
on account of the fact that the subject of the en- 
quiry changed in character. The book in which the 
results of the investigations were presented, Kon- 
junkturer och ekonomisk politik (1953), took the 
form of a comprehensive survey and analysis of 
Swedish economic policy during three decades and 
of the economic theories which had played — or 
could have played — a part in the framing of 
this policy. 

With the removal of controls soon after 1950 
cther economic policy questions came to the fore, 
such as the way in which economic policy should 
promote competition in the economy. Whether 
special legislation on competition was necessary, 
and — if so — what form it should take, was the 
subject of much discussion. There was also a wide 
divergence of views about the part played by 
cartels and other phenomena which restricted 
competition. A book published by a working party 
in 1951, Konkurrens eller samverkan (“Compe- 
tition or Co-operation”), made certain recommen- 
dations for practical policy on the basis of a survey 
and analysis of the problem. 

Problems of competition were also an important 
feature of the debate topical at that time regarding 
the rationalisation of distribution; these questions 
were taken up by SNS in various connections and 
eventuated in a book on the subject published in 
1953. 

The question of whether it is possible to improve 
the structure of whole branches of the economy by 
central or collective measures also falls under the 
same group of problems, and a number of branches 
of industry were the subjects of government in- 
vestigations in the same period, in some cases 
because of difficulties in those branches. Although 
these studies did not lead to any worth-while prac- 
tical results, the question of large-scale measures 


1 Published in English in 1957 under the title “Business 
Cycles and Economic Policy”. 


to rationalise branches was raised at regular inter- 
vals, and a study group undertook the task of in- 
vestigating the whole problem of the meaning, 
methods, and prospects of structural rationalisation 
of industry, on which a report with that title was 
published in 1958. 

In the past decade the interest of economists 
and politicians has centred increasingly on long- 
term growth problems, and the conditions for stable 
economic growth have been examined from various 


angles. The place of capital in economic growth — 


is one of the central questions in this context, and 
this is the subject of a new study by Erik Lundberg 
which is expected to be completed in 1960. The in- 
vestigation is concentrated partly on a study of the 
rdle of capital in economic growth, as observed from 
available statistical series, and partly on a study of 
the decision-making processes and methods of cal- 
culation within enterprises which lead to invest- 
ment. Members of the local groups have been able 
to contribute material and viewpoints, particularly 
in elucidating the latter part of the study. 

A distinguishing feature of the past ten years has 
been the sharp expansion of the public sector. 
There is a great deal of evidence that this devel- 
opment has not yet reached a peak, and the dis- 
cussions at a conference on the subject in 1959 
endorsed this view. Part of this range of problems, 
namely the economic expansion of the munici- 
palities, has been studied by a working party in 
the local group at Vasteras. The work has been 
concentrated on investigating the factors —- mo- 
bility, changes in the age composition of the pop- 
ulation, central government expenditure in the 
area, local ambitions, etc. —- which underlie the 
greatly increased economic activity of the local 
authorities. A great deal of interest has also centred 
on the procedures employed in economic planning 
at the local authority level, and the manner in 
which decisions are reached in the bodies empow- 
ered to make such decisions. The report is entitled 
“Economic Planning by Local Authorities” (1959). 

One of the problems which has been topical in 
the past few years, and which is expected to remain 
so in the near future, is that of whether inflation 
will be a permanent concomitant of full employ- 
ment and rapid economic growth. It has become 
increasingly obvious that the problem cannot be 
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analysed and described purely in monetary. terms. 
The part played by the large interest groups, 
which is reflected in, for example, certain com- 
pensatory mechanisms, must be more clearly 
elucidated, and this is the subject of a study enti- 
tled “Economic Policy in an Organised Society” 
which is being undertaken by Ulrich Herz. 

The questions of European economic integration 
and its effects on the Swedish economy have been 
discussed by SNS in various ways, in conferences 
and via publications. One of these publications, 
“The European Common Market and Business’, 
by Wilhelm Paues (1958), is the first major survey 
in Swedish of the current attempts at integration 
and their consequences for Sweden. A large num- 
ber of local groups have also been engaged for a 
number of years on these problems in working 
parties and discussion groups. 


Sociological questions 


When full employment blossomed out in full 
after the war a situation without parallel in previ- 
ous experience arose on the labour market. Al- 
though the net effect both economically and 
socially must be considered positive, a number of 
deficiencies were exposed — both as regards busi- 
ness firms’ personnel policy and the working habits 
of employees — which had lain dormant in the 
earlier economic conditions. The symptoms were 
termed over-mobility, maladjustment, etc. This, 
plus the view that managers ought to learn to 
know the psychological and sociological forces 
which were at work in modern industrial society 
if they were to pursue a more systematic personnel 
policy, provided the foundation for the compre- 
hensive sociological research programme which 
SNS initiated as early as 1948. The most important 
results of this work, which called upon not only 
academic research workers but also SNS _ local 
group members to a large extent, were the two 
books dealing with “Man in Industrialised Society”, 
part I on “Life within the Plant” (1952) and part 
II on “Leisure Time and Community Life’, 
(1955), by Torgny T. Segerstedt and Agne Lund- 
quist. 

This is the most comprehensive industrial socio- 
logical investigation undertaken so far in Sweden. 
It is based on field work in an old and a new 


industrial locality, Huskvarna and Katrineholm 
respectively, and has become a basic work in its 
field. Edmund Dahlstrém, a sociologist, worked 
with SNS as a research worker for several years, 
and published two works, “Management, Unions, 
and Society”, in 1954, a study of the attitudes of 
the industrial salaried employee to business firms 
and to trade union and political questions, and 
“Internal Communication”, (1956), which made a 
detailed study of enterprise councils and the piece- 
rate system. Other works in this field which should 
be mentioned are the survey of industrial relations 
in Sweden produced by the American Charles A. 
Myers in 1951, Erik H66k’s study of the growth 
in the total number of salaried employees in 
industry, (1953), and the investigation of the 
adjustment of the female industrial worker to 
work and leisure which was undertaken by a 
group of Lund psychologists (1954). Together 


these books constitute a pioneering effort. 
There had previously been no __ sociological 
research in Sweden which was focussed on 


industrial life. Organization Handbooks and Writ- 
ten Policies, (1959), was a follow-up report 
covering the discussions concerning business man- 
agement and personnel policy which had taken 
place in connection with these sociological projects. 

The investigation at present in progress on 
Women and Working Life is also largely sociolo- 
gical in character, and is intended to be a socio- 
logical, psychological, economic and administrative 
stock-taking of this far-reaching labour force prob- 
lem, as seen by various interested parties, e.g., the 
women, men, children, employers, society at large, 
etc. In addition to the experts taking part, a num- 
ber of local study groups are co-operating with 
material about the policy of individual firms to- 
wards female labour. 


Political science — the relations between industrial 


and commercial life and public authorities, etc. 


The manner in which government administra- 
tion operated was often discussed in the period 
round about 1950, when business firms were still 
subject to fairly detailed governmental controls in 
a number of spheres of activity, and when ques- 
tions of socialisation were in the air. Was it less 
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efficient than private business administration, or 
vice versa? What ought to be the place of the 
legal security of the citizen in administrative 
procedures? Was it possible to reconcile efficiency 
and legal security? Political science could not 
provide any answer to these questions, since the 
machinery of government in Sweden had not 
hitherto been studied from this aspect. The in- 
vestigation by Gunnar Heckscher, “Swedish Public 
Administration at Work (1952)” was therefore a 
pioneering study in Swedish research in political 
science, with regard both to the acquisition of 
knowledge and to methods employed. 

A related question is the contact between govern- 
ment administration and industrial life. A much- 
used medium for such contacts in Sweden, involv- 
ing the organisations in the private sector to a 
very large extent, is the system by which these 
organisations present officially, in the form of 
written memoranda, their comments on, e.g., Royal 
Commission reports, before any action is taken on 
recommendations made in such documents. This 
system is being studied at present by Lars Foyer, 
with a view to showing, e.g., the extensiveness of 
the system, the principles and forms used by the 
organisations in dealing with matters of this kind, 
and (to the limited extent that this is possible) the 
effect which the comments submitted have on the 
subsequent fate of the matter in question. 

The organisation of the use of atomic energy 
for peaceful purposes is a field in which the rela- 
tions between government and private industry 
have assumed great importance. Conditions in 
other countries were often referred to in the 
debate which developed when this became a cur- 
rent issue in Sweden, and in 1958 an SNS publi- 
cation was issued showing how the work with 
atomic energy had developed and been organised 
in the U.S.A., Canada, and twelve west-European 
countries. 

In questions concerning the contacts between 
business firms and local authorities SNS has been 
active for several years, and a conference in 1955 
on the theme of “The Enterprise and its Contacts 
with the Local Community” led to a number of 
different activities in the local groups with a view 
to obtaining a better understanding of the oper- 
ation of local administration. The study of the 


economic planning by local authorities which was 
mentioned earlier is one of the results of this. 

In this field some groups have devoted them- 
selves particularly to the problems of town and 
general planning. Questions relating to retail trade 
and town planning become extremely important in 
connection with the rapid growth of our metro- 
politan areas and the major technical and struc- 
tural changes which take place in commerce and 
transport. These have been taken up by a num- | 
ber of groups, and in two cases (Linképing and 
Ornskéldsvik) there have already been some 
practical results from this activity. The material 
will shortly be collated. : 

Aid to under-developed countries is a sphere in 
which contacts and collaboration between the 
private sector and government authorities will 
become of increasing importance in the future. It 
has been considered a matter of urgency both to 
make the Swedish reader more aware of the prob- 
lems of the under-developed countries, and to ob- 
tain an informed and critical assessment of what 
the possibilities are of Swedish industry helping 
these countries, and the extent to which this aid 
is or can be directly linked up with existing com- 
mercial channels. A study group is now working 
on this project. 


Educational questions 


Educational questions have attracted increasing 
notice in the past ten years, for the decision in 
1950 to introduce a nine year comprehensive 
school system has left its mark in many ways — not 
only on school work during this period but also on 
business firms. The contacts with working life 
which are intended to take place in the senior 
classes of the comprehensive school are an im- 
portant element of the organisation of the new 
school system. This gives rise to a number of or- 
ganisational questions which SNS noted at an 
early stage. In 1950, just before the Sveriges Riks- 
dag agreed in principle to the comprehensive 
school system, the very first SNS publication dealt 
with “Industry and the School Reform” as a 
contribution to the debate, and included a psy- 
chological-pedagogic study by Jan Agrell. In the 
past ten years contact between school and working 
life has been the subject of considerable attention 
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in the form of discussions and investigations, partic- 
ularly, concerning the co-ordination of compre- 
hensive school and vocational training. This ac- 
tivity has resulted in a number of publications, 
some local investigations of vocational training 
requirements, and a number of suggested plans 
for practical job orientation and vocational in- 
struction in the comprehensive schools — all a 
result of local group work. Factual and contro- 
versial material on this topic has also been pub- 
lished by SNS. 

Recently the main centre of interest has shifted 
from the organisational problems of education to 
the content and form of training. SNS has consid- 
ered it very important that the demands which 
working and social life make on teaching in the 
new school system should be made explicit, and 
this is the background to the extensive study which 
has been in progress in SNS since 1955, and which 
is designed to create a foundation for curricula in 
the comprehensive school. More precisely, this in- 
vestigation is an attempt to establish the require- 
ments which a number of representative occupa- 
tions make with regard to knowledge of mathe- 
matics, the Swedish language, physics, chemistry, 


and social studies. The procedure followed in the 


enquiry, which is almost concluded and is ex- 
pected to be published in 1960, has been that a 
detailed study was first of all made of the in- 
struction now given in comprehensive and com- 
parable schools. Secondly, extensive enquiries have 


been made among vocational training teachers, 


foremen and others who receive the pupils of the 
comprehensive school for initiation in vocational 
training, with a view to elucidating the standards 
of knowledge which must be maintained if ‘the 
pupils are to be given effective vocational training 
and subsequently do useful work in their trade. 
Thirdly, enquiries have then been made among 
about 2,000 persons who are actually working in 
a trade in an endeavour to find out the knowledge 
which they themselves felt they needed and their 
actual knowledge. 
The organisation and emphasis of higher educa- 
tion have also attracted the attention of SNS, and 
questions of this kind were discussed at a con- 
ference in 1957 on the training of managers and 
staff experts for industry. One of the problems 


which emerged from this conference as in need of 
study was the possibility of using Liberal arts 
graduates in industry. An interview study on this 
theme was published in 1959. 


Following up the investigations 


It has already been pointed out that research is 
very important for SNS, but that it cannot be 
looked upon as an end in itself. SNS is interested 
in research because it wishes to see practical prob- 
lems of society illuminated — and if possible 
resolved — with its help. But SNS cannot require 
its research workers to supply solutions to indus- 
trial problems to order. It is important not to ex- 
pect too much of the social scientists. In any case 
this is not unique to the social scientists: for the 
natural scientist, too, there is often a broad gulf 
between the results of research and the solution of 
practical problems. What the research workers can 
do is to present the facts of the case. They can 
pose problems, clarify them and sometimes in- 
dicate in what direction the solution lies. They 
can separate facts from value judgements in social 
debate. The scientist is often forced to stop at a 
fairly early stage because his material, methods, 
and scientific conscience forbid him to proceed 
further. 

SNS considers that it has an important task to 
perform in following up the research results in 
various ways by stimulating private individuals and 
groups in industry and commerce to express their 
views about them. This takes place via discussion 
and debate at SNS conferences, in local groups, 
and in newspapers and journals. 

It is impossible to give any general formula for 
the way in which the results of an investigation 
are to be followed up. In some cases it can be 
considered that enough has been done if informa- 
tion can be spread and interest aroused about the 
results which have emerged. Sometimes what is 
needed is simply a new view of the problems and 
not any premature quack remedy. In other cases 
the nature of the problem or of the research re- 
sults is such that it is possible to make more weighty 
pronouncements. In some cases the investigators 
have themselves considered that they could sum- 
marize the conclusions at which they had arrived 
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in the form of a programme. A difficult but im- 
portant task for SNS is to reconcile the demands 
of practical men for clear, intelligible, essential 
information and recommendations with the tradi- 
tional chastity of science. 

SNS also sees itself as serving as a link between 
industrial life and academic research in the social 
sciences. In the natural sciences there is a fairly 
well-developed channel of information from basic 
research at the universities via various research 
institutions to the technical development bodies of 
private firms and branches. On the other hand, 
there is no distribution mechanism of similar scope 
for ideas in the social sciences. In the natural 
sciences the disseminating process is facilitated by 
virtue of the fact that most persons in the in- 
formation chain have roughly the same _ basic 
training. In the social sciences the task is made 
more difficult because people at each end of the 
chain have as a rule no common basic training. 
Business managers usually have a technical or busi- 
ness economic background of training, but less 
frequently any general training in the social sci- 
ences. SNS sees it as one of its tasks to perform to 
the best of its ability the task of communication 
and “translation” in this field. 

One proposal which has been examined on a 
number of occasions is that SNS should, on the 
basis of the results of investigations, compile and 
publish contributions to discussion, programmes 
for action, policy statements, on behalf of the 
whole organisation, the underlying idea being that 
in this way new ideas and good suggestions would 
have a greater impact. The board of SNS has, 
however, been opposed to this for several reasons. 
The organisation is not constructed in such a way 
that it can be considered to represent industrial 
and commercial life, or even any particular group 
in the private sector. SNS is an association of in- 
dividuals. It is likely also that such statements 
would be the result of widespread compromises if 
they were to have the support of a worth-while 
number of persons. Pronouncements by individual 
persons or working parties can contain more 
“spice”, and therefore be of greater interest. SNS 
wishes to be a forum for free debate, not an official 
spokesman for industry. There are already in 
existence organisations which perform this func- 


tion. This policy has been pursued by SNS in the 


conviction that it is important that there should 
be an organisation in industrial life which operates 
in this way. Major issues usually require some time 
to mature, and an uninhibited and _ intelligent | 
debate can contribute to this. 


Organisation — forms of work 


Research 


Several of SNS’s major investigations have been 
carried out by research workers at the universities, 
and it has thus been possible to execute the project 
either wholly or in part as one element in the 
particular research worker’s ordinary programme 
of work. As a rule the initiative has come from 
SNS, often as a result of the continuous contacts 
with scholars which it tries to maintain. It is 
natural, particularly when the subject for investiga- 
tion is business firms, that co-operation by those 
working in the enterprises can be appropriate and 
useful — and sometimes indispensable. In most 
SNS studies the local group members have partici- 
pated as advisers, collectors of material, or co- 
research workers, and these contacts have been 
greatly valued both by the investigators and the 
people in the enterprises. 

As a rule, an advisory committee consisting of 
scholars and representatives for firms, organisa- 
tions, etc., is set up for every major research pro- 
ject, and the opportunities for discussing the 
approach to and execution of the work with such 
a committee have often proved to be extremely 
valuable for the investigator. However, SNS con- 
siders it is an obvious principle that it is the in- 
vestigator appointed who is responsible for the 
project; he is completely free to accept or reject 
the advice given. 

Some projects have been carried out on the 
basis of collaboration agreements with other in- 
stitutions besides the universities. The current 
study of the curricula for the senior grades of the 
comprehensive school is proceeding in collabora- 
tion with the Teachers’ Training College and the 
National Commission working temporarily in this 
field. Similar arrangements, which in several cases 
have meant that the SNS investigations have 
received financial support, have been arrived at 
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with other institutions, and financial support has 
also been given in some cases by interested firms. 

Sometimes the most appropriate form of work 
is to allow a committee or working party to carry 
out the enquiry, particularly when the technical 
knowledge, experience and points of view of many 
individuals form an essential part of the subject 
matter of the investigation. As a rule, one of the 
graduates employed by SNS acts as Secretary to 
such a group, but it sometimes happens also that 
a firm puts a secretary at the disposal of the group, 
or that SNS employs an outsider on a part-time 
or gratuity basis. The study groups may be linked 
directly with SNS’s central office or with one of 
the local groups. 


The local groups 

SNS addresses itself primarily, but not only, to 
persons in managerial or other qualified positions 
in enterprises and their organisations. Individuals 
who work in central or local government, trade 
unions, etc. are invited on particular occasions to 
participate in the work, and these contacts have 
proved very fruitful and stimulating. 

Via the 22 local groups, SNS has contact with 
close on 2,000 individuals in business firms, organi- 
sations, universities, and the civil service. The 


_work of the local groups is to a very large extent 


flexible in form. There is no formal membership of 
SNS. In every local group there is an executive 
committee, which operates as a local board. These 
committees, which were originally constituted on 
the initiative of the founders of SNS or of in- 
terested persons in the local areas, are very in- 
dependent. They draw up their own programmes 
of work and make contact with those who are in- 
terested in taking part in the work of SNS. 

The SNS central office provides various forms 
of service to the local groups, and an official is 
in charge of these contacts. The service provided 
consists of working material for working parties, in- 
formation about investigations which are planned, 
in progress, or completed, contacts with lecturers, 
etc. The central office personnel also serve as 
advisers and secretaries to the working parties 
and discussion groups at the local level. The 
local groups carry on their activity in various 
forms. Working parties and discussion groups are 


set up to study some subject in detail, the former 
with the objective in certain cases of arriving at 
conclusions which can be summarized in a written 
report, the latter primarily in order to widen the 
knowledge and perspective of the participants. 
Larger plenary sessions are in addition held at 
regular intervals in the local groups, and a wider 
circle of individuals is invited to them. Some local 
groups arrange conferences themselves. 

The local group activity must be organised in 
such a way that it caters for different interests and 
levels of aspiration regarding the effort made by 
the participants. Many — perhaps even the major- 
ity — use their contact with SNS primarily in 
order to obtain information and further education. 
As has already been stated, however, SNS also 
wishes to stimulate as many as possible to make 
a more active contribution. Mention has already 
been made of the local group members’ contribu- 
tion to centrally-organised research projects, and 
it also happens that the local groups themselves 
take the initiative in carrying out investigations 
into various problems. 


Conferences 


Conferences are an extremely important form of 
work for SNS. The subjects discussed are usually 
those which have been, or can be expected to be, 
the subject of research activity within SNS. Thus, 
these gatherings not only serve the object of 
spreading ideas and knowledge; they are also of 
great importance through the opportunities which 


they offer for active business people to meet re- 


search workers, representatives of government, and 
so on. These contacts have proved most fruitful. 
There are various types of SNS conferences. At 
management conferences those invited are in the 
main the heads of enterprises and leading experts 
on the subject being discussed. Generally, at such 
conferences the programme is a pretty broad one, 
and arranged in such a way that if possible it 
illustrates the consequences for the firm’s planning 
of some general economic and social development. 
For example, the subjects of the five most recent 
management conferences have been “Sweden and 
World Trade”, “Industry and Commerce Plan for 
the Future”, “Future Consumption in Sweden”, 
“Economics of Growth”, and “The Public Sector’. 
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Another type of conference is that which takes up 
some special topic for detailed examination, and 
both managers and specialists in the subject are 
invited to conferences of this kind. “The Training 
of Managers and Staff Experts for Industry”, 
“Sweden and the European Common Market”, and 
“Company Taxation of the Future” are examples 
of topics discussed in recent years. Conferences 
are also sometimes arranged as an introduction 
to, or at the conclusion of, work which is under- 
taken by the SNS local groups. 


Central organisation and finance 


The top policy-making body of SNS is a coun- 


- cil, with 22 members at present, which determines 


the broad lines of action and appoints the board 
of 8 members. The council consists of the original 
group of founders, which has grown and changed 
through co-option. This is still the principle pre- 
scribed in the rules for altering the composition of 
the council. 

In relation to the widespread contacts and the 
fairly extensive research programme SNS has a 
small central organisation. The permanent staff 
consists of 16-persons, 7 of whom are graduates: 
at present there is an executive director, assistant 


director (in charge of local groups), research secre- 
tary, editor, three graduate secretaries (dealing 
with investigations, conferences, local groups, etc.), 
cashier, typists and office staff. At present there 
are in addition ten investigators working on vari- 
ous long and short-term projects. 

In addition to research, local group activity and 
conferences, SNS also acts as a publisher, pro- 
ducing its own publications. Publications include 
the pamphlet series Studies and Debate (published 
four times annually), which reports on conferences 
and the results of minor investigations. A news- 


paper, SNS-Orientering (SNS News) is pub-— 


lished six times a year, primarily for the infor- 
mation of local groups. The main content of a 
number of SNS investigations has reached an in- 
ternational readership through a series of Me- 
moranda in English. 

Most of SNS’s activity has been financed from 
the start by grants from the Swedish Industry and 
Commerce Foundation. Sales of books, conference 
fees and contributions from various firms and in- 
stitutions do, however, provide a not insignificant 
part of income. The budget for 1960 amounts to 
Kr. 850,000 (about £ 60,000). 
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‘THE ECONOMIC SITUATION 


The economic situation on the international 
front is at the present time characterised by a high 
level of business activity which, after last year’s 
hectic recovery in Western Europe and the up- 
swing — checked by strike action — in the United 
States, has now begun to acquire the typical 
features of a “mature” boom. The growth of pro- 
duction is in general high, but still lower than six 
months ago. This is a consequence of, amongst 
other things, the continuous fall in unemployment 
to a level which is approaching a record low and 
the growing shortage of skilled labour. The pro- 
ductive equipment that was expanded and ra- 
tionalised during the downswing has in some places 
again been found to be inadequate. Prices are 
tending to move in an upward direction — this is 
the case with both domestic prices of goods and 
services and the prices of those commodities fea- 
turing in international trade. In most countries 
active measures have been taken since the middle 
of 1959 to prevent an inflationary boom coming 
into being. Official discount rates have been raised, 
credit restrictions have been introduced, hire- 
purchase terms have been made more rigorous 
and there has been a tightening-up of fiscal policy. 

The most powerful forces in the upswing so far 
owe their occurrence in large measure to the reces- 
sion itself. The strong contraction in industrial 
investments in both fixed capital and stocks from 
1957 to 1958 was followed during the latter part 
of 1958 and in 1959 — with certain variations 
between countries — by a pronounced change-over 
to a policy of stock accumulation with a somewhat 
slower turn upwards being observed for other 
industrial investments. The demand for consumer 
goods did not undergo such a powerful change as 
that for investments during the most recent eco- 
nomic fluctuation. The rise in demand for durable 
consumer goods did, however, have a certain 
strategic importance, principally in the United 


States and caused a steep increase in, e.g., car 
production in that country, but during 1960 ex- 
pectations in regard to a further rise in demand 
have not yet been fulfilled, this giving rise to 
smaller advances than planned in output in both 
the car industry and the steel industry. The 
upswing has this time, as on earlier occasions, been 
followed by a rapid recovery and continued in- 
crease in international trade. World exports would 
seem to have risen by 6 per cent from 1958 to 
1959. 

The factors which can, in the future, con- 
tribute to the maintenance of the high level of 
business activity are of a more long-term nature. 
In the United States such forces would be the 
rapid population growth, the neglected public in- 
vestment requirements and the accelerated in- 
troduction of new production techniques. In West- 
ern Europe there is, moreover, the fact that the 
integrational movements will contribute to the 
creation of new requirements and new markets at 
the same time as certain structural strains can have 
a braking effect. Finally, the under-developed 
countries — the primary producing countries — 
have, through higher export incomes occasioned 
by the upswing and through their own “industri- 
alisation” in the long run, become a positive factor 
to reckon with in the future international eco- 
nomic development. 


The Swedish economic situation 


In Sweden boom conditions are prevailing at 
present in pretty-well all branches of industry. The 
level of employment is high and rising; the shortage 
of qualified manpower has not proved to be a 
decisive obstacle in the way of continued increases 
in production. The development of prices is steady 
— a certain recovery has taken place in the export 
sector — but one cannot talk of distinct infla- 
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Industrial production 1952—59 


Index of 
produc- Actual, ,, % 
Aver- tion IV season- Gap 


age 
Branch annual tbe ia 


asa 
per- 


change ing to. rected th 
1952-57 he indext 8° 
trend”? 
Ore mining and the metal 
MACUSER yseetatye eee ees + 2.8 306 2328 (+ 7) 
of which: 
ILOUOLE MINES! eiae) ateew' + 3.8 284 258 —9 
iron and metal works... + 6.5 272 ATH + 2 
imberindustry. 3 eete ee + 5.5 214 188 —12 
Pal pimGustry ry vier wtete aia + 7.3 195 177 — 9 
Paper INcUstry weirs ioe ote + 9.0 259 243 — 6 
Foodstuffs industry ....... + 2.3 203 215 + 6 
Textile and sewing industry + 3.0 202 176 —13 
Leather and shoe industry + 5.9 146 115 —21 
Chemical industry ....... + 5.9 ie es e at 
Industry as a whole ...... + 3.5 260 259 +0 
1 Base 1935 = 100 — * Not seasonally corrected 


tionary tendencies. Foreign trade has for the past 
year been growing strongly, in which connection 
imports have been particularly expansive during 
the last six months. This has meant an outflow of 
foreign exchange from November to January, in- 
clusive, that has been larger than the unexpectedly 
big influx of foreign exchange during the twelve 
months preceding this period. 

In the summer of 1959 industrial production 
began to go up again after close on two years’ 
stagnation. The rise during the latter half of the 
year was so swift — 6 to 7 per cent — that the 
slow-down in relation to the previous 3 1/2 per 
cent annual increase was completely recovered. In 
other words, at the beginning of 1960 the level of 
production was as high as it would have been if 
the annual rate of increase recorded in the previous 
boom years (1952—57) of 3 1/2 per cent had 
been maintained during 1958 and 1959, too. This 
is illustrated in the adjacent diagram. 

Practically all branches of industry have, during 
the autumn of 1959 and the winter of 1960, shown 
rising production figures. In January this year 
output in all the branches included in the index 
of (industrial) production was larger than a year 
ago. However, this does not imply that they had 
all succeeded in making up for the slow-down in 
relation to the “production trend”, ie., had at- 
tained the level that production would have reach- 


Trend of Industrial Production 1952—59 


—— ---= Trend of 3.5 per cent annual increase (1952—57) 
e Annual average + Quarterly average 
Source: Federation of Swedish Industries 
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ed if it had continued to grow at the same rate as 
from 1952 to 1957. This trend is, naturally enough, 
rather steep on account of the fact that 1952 was 
the previous year of depression for many branches 
and 1957 was the last year of prosperity before the 
recession of 1958/59. For industry as a whole the 
increase in production was, however, as big during 
the period 1946—57 as 1952—57. The table above 
illustrates this trend for the various branches in- 
cluded in the index of production and also shows 
the “gap” between the level of the trend and the 
actual level of production in the last quarter of 
1959. Of course, this “gap” is, like the trend, 
dependent on the years 1952 and 1957 having 
been chosen as the extremities for this trend. How- 
ever, it seems reasonable to take the previous 
upturn — from its low point to its peak — as a 
basis. 

The production of iron ore went up relatively 
slowly from 1952 to 1957, this being due partly to 
technical factors and partly to the fact that in 
1952 production was at a peak. The 1958/59 reces- 
sion hit the iron ore mines hard and during the 
period from July, 1958, to June, 1959, production 
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was 12 per cent lower than a year earlier. During 
the autumn of 1959 there was a rise in output 
and, generally speaking, one can say that the pre- 
recession level was attained. However, the “gap” 
between the actual rise and the increase according 
to the trend was, at the end of the year, still 9 per 
cent. Supporting the recovery we find a rather 
protracted rise in output among the Swedish and 
foreign consumers of iron ore. The Swedish iron 
and metal works were in fact able to resume as 
early as in the middle of 1958 — after a short 
setback in 1957/58 — their rapid expansion of 
the previous year. From 1958 to 1959 their output 
rose by not less than 14 per cent, thereby exceeding 
the trend from 1952—57. The heavy increase in 
investments during 1958 and the growing export 
demand in 1959 actively contributed to a mitiga- 
tion of the recession as far as the engineering in- 
dustry is concerned. The stable development of 
production in the shipyards — based on large 
backlogs of orders — up to the end of 1958 sup- 
ports this assertion. During 1959, however, the 
tendency was reversed. The production of the ship- 
building industry (incl. repair work) fell — despite 
an increase in the tonnage launched — at the same 
time as the other branches of the engineering 
industry experienced an accelerated upturn. The 
following changes took place in employment (per- 
centage comparison between the corresponding 
periods in 1958 and 1959): 


1 2 3 4 Whole 
qtr. qtr. qtr. qtr. year 
Engineering industry, 
OLAS Wepalns © o's «2 SERS US TS ee he al 
Engineering industry, 
excl, shipyards.... —23 +05 +30 +62 £+2 


Over the year as a whole, the rise in production 
would seem to have been 2 to 3 per cent higher, 
on the average, than the increase in employment. 

As concerns the whole of the sector ore mining 
and the metal industry, the increase in output up 
to the last quarter of 1959 can probably be esti- 
mated to have easily surpassed the previous high 
and most likely the theoretical trend, too. 

The forest industries had, at the turn of the 
year, not yet completely recovered from the 
slowing-up during the recession. The most ex- 
pansive branch — the paper industry — only went 


through a fairly short and mild setback in 1957/ 
58. From 1958 to 1959 production rose by 11 per 
cent, which was, however, very little more than 
the average increase of 9 per cent from 1952 to 
1957. The output of pulp, which advanced by 7 
per cent a year from 1952 to 1957, was subject to 
a considerably more prolonged recession from the 
middle of 1957 and two years onwards. The in- 
crease in the second half of 1959 (of 12 per cent 
as compared with 1958) was sufficient to drive up 
the level of production above the previous highest 
level, but the “gap” between this and the previous 
trend was still large. If we finally turn our atten- 
tion to the timber industry, we find that there was 
a reduction in output principally during 1959. In 
1958 a sizeable part of production went to stocks, 
which were, however, reduced during 1959. The 
rise in production during the winter of 1959/60 
has not yet passed the earlier peak. 

The chemical industry would seem to have been 
of considerable importance in contributing to the 
rapid total recovery during the autumn of 1959. 
Moreover, the textile and clothing industry would 
seem to have experienced an upswing last autumn. 
The increase according to the trend for these 
branches and for the leather and shoe industry, 
given in the table, is somewhat misleading as the 
whole of the rise took place from a low point in 
1952 to 1953, and from this latter year a con- 
siderable decline has been experienced in both 
branches. 

As has been mentioned, industrial production 
grew by, on the average, 3 1/2 per cent per annum 
from 1957 to the end of 1959, too, despite the 
recession and the fact that some branches ex- 
perienced an accelerated setback. The production 
gap indicated in certain branches has, however, 
been. filled up by means of a higher rate of pro- 
duction in other branches of industry. To the ex- 
tent that the future development can be considered 
to raise the level of production above that of the 
trend, this “pause for breath” that the recession 
has constituted in the growth of production can 
prove to be of advantage to the economy. How- 
ever, consideration must be paid to the fact that 
production has been below the trend for almost 
two years — i.e., the available capacity has not 
been fully utilised. 
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Employment, wages and prices 


The rising level of activity in the economy gave 
rise to an increase in employment during the 
autumn of 1959. Employment in industry was, as 
from August, higher than a year earlier — but still 
lower than prior to the recession. However, at the 
turn of the year it appears that even this level has 
been attained. 

The number of vacancies rose briskly during 
1959 so that by the last quarter of the year they 
were 21 per cent higher than one year ago and 8 
per cent higher than two years ago. So far, the 
increase has continued during 1960. The rela- 
tionship between filled and vacant posts is usually 
taken as a measure of the degree of tension on the 
labour market during boom conditions. During 
the last quarter of 1959 this ratio fell short of the 
corresponding value in both 1957 and 1956, which 
can mean that the shortage of manpower has 
already become more severe than during the 
previous boom. This shortage would seem, how- 
ever, to have been unevenly divided between 
various branches of industry and, moreover, to 
have been felt principally with regard to skilled 
personnel. 

Unemployment fell below the level of the pre- 
ceding year as early as in March, 1959, this being 
due in part to the active labour market policy. As 
from November, the unemployment figures have 
also been lower than those recorded in 1957, which 
is most likely first and foremost a result of the eco- 
nomic upswing. 
1957 1958 1959 


Ist 2nd Ist 2nd Ist 2nd 
half- half- half- half- half- half- 
year year year year year year 


Unemployed 

(in thousands) ....... 96) 220 O00 230 een 2G 
Nos. employed in public 

WOEKS 2) Ae clap wie <eiche 4 2 5 ep NS 7 


Total) 40727" G55" 738) 5-608 853 


The development of wages was somewhat calmer 
in connection with the recession. However, ac- 
cording to the statistics published by the Social 
Welfare Board, hourly earnings for certain workers 
in industry went up from November, 1958, to 
November, 1959, by 4.7 per cent. Hourly earnings 
thereby advanced to Kr. 5:50 for men and Kr. 


3:77 for women. This year’s collective wage agree- 


ment is for two years and stipulates an average 


yearly increase in hourly wages of 3 1/2 per cent, 
while at the same time firms undertake to pay in 
the premiums to the general pension fund — 1.9 
per cent of the total wage this year and 2.6 per 
cent in 1961. During 1960 there is to be a short- 
ening of the working week by one hour to 45 hours. 

The development of prices was unusually stable 
during the main part of 1958 and 1959. Consumer 
prices rose by approximately 1 per cent from 1958 
to 1959. On the Ist of January, 1960, a tax of 4 
per cent on, inter alia, the turnover of the retail 
trade was introduced. This gave rise to an increase 
of about 3 per cent in the consumer price index. 
Wholesale prices were, on the average, as high in 
1959 as in 1958. However, from January, 1958, to 
the first quarter of 1959 there was a fall in prices 
of 2—3 per cent, after which there was an increase 
of the same size up to the beginning of 1960. From 
February, 1959, to February, 1960, price rises thus 
took place affecting practically all commodity 
groups except for fuel. 


Foreign trade and the foreign exchange reserves 


After the relatively mild setback for foreign 
trade in 1958 there followed a powerful expansion 
during 1959. The following figures illustrate the 
trend over the past three years: 

1957 1958 1959 


Exports of goods, fob ...... eee ik hit sy. 10,799 11,417 
Imports of goods, cif......... 12,567 12,249 12,449 


Import surplus 1,505 1,450 ~—«*1,032 


Exports rose from 1958 to 1959 by 6 per cent 
according to value and by 8 per cent according to 
volume: the corresponding figures for imports are 
2 per cent and 5 per cent. Prices were thus lower 
during 1959 than in 1958 despite the rising de- 
mand. At the beginning of 1960, however, both 
export and import prices were somewhat higher 
than the average for 1959. This is associated with 
the general upward adjustments of prices made in 
connection with demand for both exports and im- 
ports rising at an increasingly brisker rate during 
the autumn of 1959 and the winter of 1959/60. 
From November—February, 1958/59, to the cor- 
responding period in 1959/60, exports increased 
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{ _by 14 per cent and imports by 23 per cent. The 


import surplus was consequently also much larger 


for this period. It rose from just over Kr. 400 mil- 


lion to approximately Kr. 830 million. The typical 
features of a Swedish upswing — a brisk rise in 
exports with lagging imports — has thus now been 
followed by an equally natural recovery in im- 
ports. This is, of course, a consequence of the 
domestic upturn, which is continually gaining 
momentum and which has led to increased import 
requirements both for current consumption and 
production purposes and for a rebuilding-up of 
stocks of import commodities. 

The changes in the composition of exports and 
imports have been relatively small. As far as ex- 
ports are concerned, a continued rise in the share 
of machines and instruments, together with the 
share of cars and assembly parts, has been observed. 
With regard to imports, machines and instruments 
have also grown greatly in importance while the 
share of means of transport, on the other hand, 
has diminished. The export value of these two 
groups combined has now increased so that it is, 
for the first time, as large as the import value. 

The distribution of foreign trade between coun- 
tries has also been hardly influenced by the up- 
swing. Exports to the United States are, however, 
responsible for the biggest increase both absolutely 


and relatively — Kr. 278 million and 44 per cent. 


The share of Swedish exports taken by the United 
States thereby begins to approach the 9—10 per 
cent of the inter-war years. As late as in 1957 only 
4.8 per cent of our exports went there, while in 
1959 this figure was 7.9 per cent. Precisely the op- 
posite tendency characterises Swedish exports to 
Great Britain. In 1938 23.3 per cent made their 
way to that country, in 1955 19.6 per cent, and 
in 1959 only 15 per cent. Even the absolute export 
value was lower in 1959 than in 1955. Will the 
establishing of the outer free trade area be able to 
bring a halt to this downward trend? Exports to 
The Six are distinguished by a further powerful 
increase with regard to Western Germany and a 
decrease in the share to France and the Benelux 
countries, all this being in keeping with the tenden- 
cy — which has prevailed during the past five 
years — towards a return to the export distribu- 
tion of 1938. Exports to Latin America suffered 
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Composition of foreign trade (in millions of kronor) 


Exports Change 
1959 1958—59 
Forest products (4.1. bation « © Sear ahas 3,848 + 136 
of which satimber Bene -elseiindes a 1,213 + 22 
DUlp Ss compere ow eeieys cic 1,635 + 97 
cardboard, paper........ 1,000 + 17 
INOW ONE Nos cece acme er on oie e 840 — 72 
Base metals and manufactures ..... 1,412 + 132 
Machines and instruments ........ 1,991 + 136 
Means of transporter... seyeneeh oa 1,485 + 36 
Ole WHICH A VESReIs Fata ai Gitar, slaesd s 903 — 58 
CAUSE ic cistobarercia/ekersiereisiaheis< 543 + 118 
Agricultural products. .....< ee.0os.0 <5 473 —- | 
Oiler Goods hawaii vas se. 1,368 + 257 
Total 11,417 + 618 
Imports Change 
1959 1958—59 
Agricultural products ............ 1,935 + of 
Patel Aid POWEL. Fics sore wens 1,871 — 111 
flextilesrmrentsetent. motes ties swelne 1,267 + 3i 
Base metals and manufactures ..... 1,507 sine ts 
Machines and instruments ........ 2,387 + 198 
Means of transport... ........060000% 1,089 — 141 
(Giiloterdeegaves EW aoe 5 an RO eon 2,393 + 126 
Total 12,449 + 200 


a setback in 1959, which is in part connected with 
the payments difficulties experienced by several 
countries on account of lower prices for raw ma- 
terials and in part due to certain non-recurrent 
deliveries to Colombia being made in 1958. Ex- 
ports to the under-developed countries in Africa 
and Asia, on the other hand, show a pronounced 
rise from 1958 to 1959. 

On the import side the changes are strikingly 
small. Only imports from the Soviet Union and 


Distribution of foreign trade by country 
(in millions of kronor) 


Exports Change Imports Change 

1959 1958—59 1959 1958—59 
The Seven’? ....,.. 4,225 + 136 3,152 + 17 

of which: 

Scandinavia.. 2,251 + 167 1,037 + 6 
GaN Le WOERS eters. oe 3,533 + 189 5,123 + 13 
Rest of Europe .. _— 800 + 152 743 + 160 
United States ... 907 + 278 1,308 + 12 
Rest of America. . 764 — 233 989 — 54 
Bio ee NS SIE 494 + 42 271 + 47 
(ASIAN ac scan diets 300s 518 + 42 796 + 12 
Oceania 32/0. sie). s 177 + 13 67 — 7 
‘Yotal 11,417 + 618 12,449 + 200 
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certain other East European countries have shown 
any appreciable increase. 

Total Swedish foreign exchange reserves rose 
practically uninterruptedly from May, 1958, to 
November, 1959. The increase of Kr. 733 million 
is to some extent a seasonal phenomenon and also 
a consequence of the recession and the first part 
of the following upswing. Thus, exports began to 
rise before imports. During recent months part of 
this lag in regard to imports was recovered, this 
implying a powerful increase in the import surplus. 
A seasonal drain on the foreign exchange reserves 
takes place regularly between January and May. 
This year there was a reduction as early as in 
December. From November to February the for- 
eign exchange reserves dropped by close on Kr. 
400 million. 


Foreign exchange reserves (millions of kronor) 


31/12 30/6 31/19 31/3 

The Riksbank 1958 1959 1959 1960 
Old es isniaraetere crac 1,053 1,061 987 885 
Foreign exchange .... 1,392 1,508 1179 1,154 
2,445 2,569 2,166 2,039 

The commercial banks .... 546 465 881 664 
Total 2,991 3,034 3,047 2,702 


The development on the credit market 


The strongly rising liquidity in the commercial 
banks during 1959 and the public’s increasingly 
active interest — brought on by the upswing — in 
utilising these liquid resources at a swifter rate led 
the authorities to take measures preventing the 
coming into being of an inflationary boom. Thus, 
the Riksbank tightened up the demands on the 
commercial banks’ liquidity ratios on two occa- 
sions — in last July and in January of this year. 
Furthermore, the official rate of discount was 
raised to 5 per cent in January, and in March a 
5 1/2 per cent government bond loan was taken 
up. In this way a large proportion of the Govern- 
ment’s short-term borrowing in the commercial 
banks can be put onto a long-term basis. In line 
with these measures, the Governor of the Riksbank 
has, in repeated discussions with the credit institu- 
tions, recommended that they should exercise re- 
straint in their lending. The financial measures 


taken at the same time were not effective until 
March, when the first payment of the sales tax to 
the treasury was made. For the financial year 
1959/60 as a whole, this tax implies an increase 
in Government revenue of Kr. 500 million. Before 
the turn of the year this tax constituted an in- 
centive to increased buying, but after that time it 
has, at least in the beginning, checked demand. 

January and February are usually the months in 
which the commercial banks have their liquid as- 
sets increased to a more than normal extent. This 
has also been the case this year, whereas in March 
the strains on liquidity vere particularly heavy. 

The sharp rise in deposits in the commercial 
banks during 1959 by close on Kr. 3,000 million 
has continued at a somewhat slower pace during 
January and February this year. During this period 
the increase amounted to Kr. 733 million, of which 
about Kr. 400 million was accrued interest. In 
March, however, deposits were reduced by not 
less than Kr. 471 million. 

During 1959 advances from the commercial 
banks rose by Kr. 1,400 million. The quarterly 
changes during 1959 and 1960 were (in millions 
of kronor): 


1959 1960 

Ist 2rd 3rd 4th Jan— 
qtr. qtr. qtr. qtr. March 
+ 340 + 581 + 416 + 96 + 346 


A seasonal reduction of lending activity at the 
end of 1959 and during January and February 
this year was followed by an unusually sharp in- 
crease in March. 

The seasonal strains on liquidity during the 
months of March to May are this year intensified 
on account of, inter alia, payments of the sales 
tax, payments on the large bond loan, and most 
likely a continued drain on our foreign exchange 
reserves on a considerably larger scale than one 
year ago. The reserve which the general public 
has up to now maintained on deposit accounts, 
the utilisation of which it has not been possible to 
check by means of the government restrictions, will 
therefore probably be resorted to in larger measure. 
In the long run this can mean that the present 
restrictive monetary policy will have better chances 
of eliminating the expansive effects of financial 
policy. 
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Position of the commercial banks (millions of kronor) 


1957 1958 1959 1960 
Assets Dec Dec; Dec. Feb. March 
laste sddioe. s« 724 784 1,066 546 558 
Treasury bills ..... 1,146 1,105 DIZ 153390 1.227 
Swedish bonds.... 3,293 4,118 5,828 5,909 6,043 
PRAVADICES © | consia 5 oie 10,826 11,692 13,125 13,009 13,471 
Due from foreign 
[DET SE eek Nate ee 843 990 1,346 1,353 1,133 
Other assets ....... V20405 19932) 15728. 1,062 998 
Total 18,036 20,021 23,605 23,218 23,430 
Liabilities 
TE POSIESH cteis carsters 14,263 15,986 18,950 19,724 19,253 
Due to foreign 
banks ..... ears 315 425 401 359 451 
IRES@rvies wats is cs, 4:6 A277 Ole e203 SOU) 360. 1.365 
Other liabilities ... 2,188 2,327 2,894 1,775 2,361 
Total 18,036 20,021 23,605 23,218 23,430 


The share and bond market 


The stable level of prices that characterised the 
Swedish share market during the major part of 
last year can, in the main, be said to have prevailed 
during January, too. After the raising of the of- 
ficial rate of discount to 5 per cent in the middle 
of the month, a greater degree of uncertainty 
could be observed on the part of investors, and 
during February and up to the middle of March 
the price level has fallen by, on the average, 9 per 
cent from the middle of January. 

The cause of this is to be found in a number of 
factors — although it is difficult to say how far 
each one of them was responsible for the price fall. 
Thus, it has also been possible to observe a tend- 
ency towards a weakening in the price level on the 
international stock exchanges. On the New York 
Stock Exchange prices dropped, according to the 
Dow Jones’ index, by 13 per cent from the turn 
of the year to the beginning of March. In London 
there was, according to the Financial ‘Times’ index, 
a fall of about 10 per cent during the same period. 
Furthermore, company taxation seems to be faced 
with a not too distant reform. The two principal 
points incorporated in the present proposals are 
as follows. Firstly, the dividends paid on shares 
issued in 1960 or later will be free from tax up to 
an amount corresponding to 4 per cent of the 


newly-issued capital and, secondly, the companies’ 
tax exemption from dividends received on shares 
held in companies not having any formal associa- 
tion with the investing company is to be abolished. 
This prospect would seem to have given rise to 
decreased interest on the part of companies to 
invest in such shares in the present situation. 

In addition, the bond market was able to ex- 
ercise considerably stronger powers of attraction 
after the increase in the rate of discount in Janu- 
ary. The most recent government loan issue car- 
ried a rate of interest of not less than 5 1/2 per 
cent, which should be compared with the yield 
conditions on the share market. As far as the fifties 
are concerned, it is possible to discern two periods 
when the current yield on the Swedish share 
market fell appreciably, namely, from the middle 
of 1953 to the end of 1954 and from the beginning 
of 1958 to January, 1960. With regard to certain 
groups of shares, such as forest industry shares, the 
falling yield has been in evidence ever since the 
beginning of 1957. During other periods, however, 
the yield has been rising or unchanged. 


The current yield from certain groups of representative 
Shares, the highest and lowest levels during the 50s 


May Jan. June Jan. March 
1953 195521958 1960) 1960 


Timber industry (5 firms) 49 28 35 24 2.6 
Engineering industry 

Metemte der tes, py i Ri aged 3.6 
Bamksi(A) ie gv gertiapc ase Ya) Sesh a ey) 4a 


Generally speaking, the yield figures have for 
about the past six months been lower, and towards 
the end of last year substantially lower, than the 
yields noted during previous price rises. The reason 
for_this is to be found in the expectations of a 
long-term increase in the yield and, of course, of 
a parallel rise in prices. Of the companies which 
had published their final accounts by the middle 
of March, 29 have announced increased dividends 
and 55 unchanged dividends. 

So far during the year seven bonus issues have 
been announced by companies listed on the Stock 
Exchange amounting to a total of roughly Kr. 125 
million, and there have been four new issues total- 


ling Kr. 55 million. 
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Bonus issues 


2 new shares 
for 7 old Kr. million 14.0 
ete oe 1 new share 
for 2 old Kr. million 3.0 
AB Foérenade Superfosfat- 1 new share 
fabriken for 5 old Kr. million 4.89 
AB Industrivarden ...... 1 new share 
for 2 old Kr. million 22.0 
.... . 1 new share 
for 3 old Kr. million 54.4 
Forvaltn. AB Providentia . 1 new share 
for 2 old Kr. million 20.0 
Presa 1 new share 
for4old Kr. million 6.0 
Gamlestadens Fabrikers AB 1 new share 
for 5 old Kr. million 4.0 


Atlas Copco AB ......... 


Fastighets AB Drott 


Tel. AB LM Ericsson 


Ahlén & Holm AB 


New issues 
AD BOLTS sate e tenet 1 new share for 

4 old a 100 Kr. million 22.0 
ES AB wr. cea cameiie new share for 

4 old a 140 Kr. million 5.0 
Skand. Banken new share for 

8 old 4 150 Kr. million 24.264 
Ostergétlands new share for 

Ensk, Bank 5 old a 110 Kr. million 3.38 


The rate of interest on the 15-year government 
loan convertible after 10 years — 5 1/2 per cent 
— is the highest for 39 years, and for the first 
time in six years the investing public has shown 
interest in the purchase of bonds. The denomina- 
tions of the bonds and amortisation terms have 
been fixed so as to appeal to the general public. 

Since the preceding survey issuing activity has 
been particularly lively and comprised the fol- 
lowing loans: 


In- Amount Matur- 

terest Kr. ities in 
Bond loans rate million years 
Swedish Government ........... oo 1,074 is 
Swedish City Mortgage Bank .... 55 300 22 
Swedish Housing Credit Bank ... 5.75 75 40 
General Mortgage Bank of Sweden 5.5 30 40 
Ship Mortgage Bank of Sweden... 5.75 30 10 
Swedish Ship Mortgage Bank.... 5.75 10 10 
Skelleftea Kraftaktiebolag ...... 6 25 25 
Norwegian Government ........ 6 62 20 
Debenture loans 
(Goteborgs bank- 7 eran eerie 6 12 20 
Scandinavian Airlines System .... 7 18:15 22s 


1 Tssued in Sweden at Sw. Kr. 33.75 million 
” ” Norway 3” ” ” 225 ” 
2] Denmark suelo "2 


” 
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Some Statistical Data on Sweden’s Economic Position 


_I. THE RIKSBANK. (Amounts in million kr.) 


Gold and Foreign Exchange Reserves Sight Deposits 
At ae edhe aaa ae | onGs and : Note 
en . Treas Advances |; ° Thereof 
of Gold: Eonsey Total Bills Gusuianors ero. 6} ——— 
Exchange? Stat Comm. 
3 Banks 
1938 707 750 1457 106 50 1061 849 418 428 
1955 1 426 1 004 2 430 4 023 25 5 319 747 321 418 
1956 1 376 1072 2 448 4 390 21 5 598 504 260 241 
1957 1 134 1 226 2 360 5 050 89 5 840 415 273 136 
1958 1 053 1392 2 445 4545 94 6 059 323 158 164 
1959 987 1179 2 166 4 893 241 6 266 285 146 138 


1959 | 1960} 1959 | 1960} 1959 | 1960 1959 1960 1959 1960 1959] 1960 1959 | 1960 1959] 1960 1959 | 1960 


Jan. 1053] 987] 1408) 844] 2461) 1 831]}4133)4873) 47) 96)5 728) 5887) 228 | 144] 166 | 101] 61] 42 
Feb. | 1055] 886] 1407) 998) 2 462] 1884|)3897)4753) 157) 91)5638)5 772) 201 | 167 | 151 | 104] 43] 61 
Mar. | 1058} 885) 1419) 1154) 2477|2039|3897)4057) 187] 594] 5603/5 727) 218 | 127 | 177} 100} 40} 25 


Apr. | 1058 1 463 2 521 4 047 77 5 699 204 139 63 
May | 1058 1 465 2 523 3 809 155 5 527 188 135 52 
Jun. | 1061 1 508 2 569 3 849 176 5 665 143 104 38 
Jul. 1061 1 522 2 583 3 784 58 5 500 135 89 45 
Aug. 990 1520 2510 3 754 147 5 556 126 88 36 
Sep. 990 1 497 2 487 3 789 121 5 596 95 63 31 
Oct. 988 1 273 2 261 4120 151 5 754 104 62 40 
Nov. 988 1 287 POS AS 3 930 408 5 806 97 57 39 
Dec. 987 1179 2 166 4 893 241 6 266 285 146 138 
1 Market value. — 2 Net claims on foreign countries. 


Il. COMMERCIAL BANKS. (Amounts in million kr.) 


Advances Deposits 
At the Swedish Net Claims —— 

end Cash Bo = re on Foreign Overdrafts Thereof 

of rm Countries Bills Loans and Other Total Total Sh oc 

Advances ort Term 

1938 601 190 95 1 163 2 705 470 4 338 4 260 1152 
1955 958 2 958 169 2731 5 355 2 444 10 530 12 609 2 422 
1956 788 3 295 437 2613 5 088 2 937 10 638 13 090 2 660 
1957 724 4439 661 2 597 5115 3114 10 826 14 263 2714 
1958 784 5 223 701 2791 5498 = 3 403 11 692 15 987 2 682 
1959 1065 6 340 1 092 3 162 6 591 3 372 15125 18 950 3 472 


| | ES TS | | | 


Jan. 494] 493|5801|6978) 701} 1 182) 2 759] 3 006] 5 503) 6 563} 3 526 | 3 484 | 11 788/13 053) 16 494/19 596) 2 253 | 2 709 
Feb. 463] 546] 6 367| 7248] 704] 1 208] 2 746) 3 082] 5 595) 6 508} 3 457 | 3 419 | 11 798}13 009} 16 805]19 724) 2 257 | 2 852 
Mar. | 584! 538/6008]/7191} 728] 913] 2 863] 3 230) 5691] 6 643} 3 478 | 3 598 | 12 032/13 471) 16 828/19 252) 2 231 | 2878 


Apr. 561 5 687 593 2901 5 778 3 476 12 155 16 769 2 239 
May 500 5 461 614 2.973 5 848 3 689 12 443 16 590 2179 
Jun. 573 B27 575 2 965 5 972 3 743 12 613 16915 2 415 
Jul. 486 6 018 684 2 981 6115 3 700 12 723 17 610 2 347 
Aug. | 487 6 285 778 2 962 6 216 3 672 12 779 17 832 2 357 
Sep. | 555 6 209 867 3 025 6 344 3 660 13 029 18 105 2 431 
Oct. 511 6 736 1 066 2 976 6 373 3 499 12 849 18 397 2 458 
Nov. 534 6 624 137) 2 983 6 465 2 550 12 998 18 413 2 488 
Dec, | 1065 6 340 1 092 3 162 6 591 3 372 13 125 18 950 3 472 


1 Including Treasury Bills. 
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Ill. OTHER CREDIT INSTITUTIONS. STOCK EXCHANGE 


D it T Turnover at the 
Savings Banks A pri Oeate \ .|Yields on Bonds? | Stockholm Stock | Share index? # 
Year Post Office Postal Exchange® 
Of) | a, oe | 2a ee hoavings Cheque 2 es eer ee 
Month) Deposits! | Advances!| Bank! Service Govt. | Indust. | Bonds | Sharés | Home | Other 
Loans Loans In- In- 
Million kr. | Million kr. | Million kr. | Million kr. % % 1000 kr. | 1000 kr. | dustries | dustries 
1938 3 685 3 069 606 24 986 232 2,92 243 931 149 103 
1955 10 339 9 743 3118 307 522 Sez. 4,63 244 642 195 299 
1956 11 097 10 370 3315 338 877 3,78 4,70 433 555 176 283 
1957 11 969 11 152 3571 $75 137 4,41 5,12 397 772 182 289 
1958 12 942 12 032 3 861 394 560 4,39 512 415 915 194 313 


1959 13 835 13015 4 088 416 120 4,33 5,15 483 1 265 255 380 


Jan. : : : - | 4069] 4 326 | 39 234] 36 386} 4,32] 4,49] 5,11] 5,16) 457 | 357 }1132]1735) 212 | 310 | 326 | 483 
Feb. : . : - | 4092] 4355 | 24 617| 24 965} 4,32] 4,65) 5,09] 5,66] 673 | 276 |1162}1530) 227 | 305 | 350) 479 
Mar. {13 730 12 289 4 086 | 4365 | 40 120} 37 248) 4,32] 4,61] 5,06] 5,65] 368 | 670 }1014)1145) 227 | 284} 352 | 445 
Apr. : : 4079 30 171 4,26] 4,60) 5,04) 5,77) 452 1181 227 | 286 | 357 | 452 
May . : 4 068 41 669 4,27 5,02 483 2187 251 384 
Jun. {13 663 12 509 4 082 28 414 4,29 5,02 613 1422 254 392 

Jul. : : 4117 43 506 4,29 5,16 440 1312 268 410 
Aug. : ; 4 136 22 693 4,29 5,24 431 1094 275 426 

Sep. {13915 12 722 4125 40 533 4,36 5,38 685 903 273 418 

Oct. . : 4131 29 159 4,36 5,15 466 1285 282 448 
Nov. : . 4129 36 736 4,43 5,37 389 1184 276 446 

Weess |T3/S35 13 015 4 088 39 267 4,49 5,23 345 1305 292 454 

1 At the end of each year or month. — 2? Calculated on market prices at middle of months. The yearly figures represent 

averages of the monthly figures. — *® Averages per Stock Exchange business day, — 4 Nom. value Jan. 1953 = 100. 


IV. OTHERS TA TISTICAL pars” 


Wholesale Price Index 


Foreign Trad Con- 
Year National Ree Sara Production pees G2 = 1) nicaet 
Debt Unem- == ? 
or Export (+) Index ious Price 
Month Imports | Exports | or Import | 1935=100| P oh Import | Export | All Index 
Million kr. | Million kr. } Million kr,| (~) Surplus Sends) Goods |, Goole am 
Million kr, 
1938 2 566 2 082 1843 — 239 123 % 40 47 51 64 
1955 16 081 10 337 8 933 — 1404 226 > 135 147 138 133 
1956 16 966 11 434 10 067 — 1367 234 1,5 143 153 145 139 
1957 19 095 12 567 11 062 — 1505 240 1,9 144 155 147 145 
1958 19 851 12 249 10 799 — 1450 238 2,5 131 149 144 152 
1959 21771 12 449 11 417 — 1032 246 2,0 128 142 144 153 


1959 | 1960 1959] 1960 1959] 1960| 1959 | 1960 1959] 1960 1959|1960|1959|1960] 1959] 1960 1959|1960 1959| 1960 


Jan. |20043/21610] 922] 1326} 838} 1057) — 84) —269| 245 | 268) 4,3} 2,8] 127} 130] 143} 145] 143] 147] 152] 159 
Feb. |20440|21936] 911) 1267} 827) 1101) — 84] —166} 252 3,4] 2,5} 127} 129} 142 | 145) 142) 147) 152] 159 
Mar. |19792}21013] 913 825 — 88 261 2,6] 2,0] 127 142 142 152} 159 
Apr. | 20037 1 093 931 —162 258 2,7| 1,9} 128 141 142 152 
May | 19 030 982) . |1034 + 52 251 ee) 141 143 152 
Mites | 19.173 1 009 970 — 39 253 ie 127 142 144 152 
ule 19.517 931 940 + 9 131 1,0 127 142 143 152 
Aug. | 19 609 901 857 — 44 237 12 128 142 144 153 
Sep. | 19578 1 064 903 —161 260 1,34 128 143 145 154 
Oet.5 «20.379 1 163 1155 — 8 270 1,3 129 143 146 154 
Nov. | 20077 1 237 1 065 —172 275 1,6 130 144 147 154 
Dec. | 21771 1 300 1075 —225 277 1,8 130 144 148 154 


At the end of each year or month. 
KUNGL. BOKTR: STHLM 1960 603116 


——= i ie ae 


SKANDINAVISKA BANKEN 


Statement of Condition March 315, 1959 


ASSETS 

Cash in hand and with the Riksbank ........ Kr. 162,033,000 
Bopceana ireasuy Bills. 2. 2 2 kw ee Ae » 1,818,540,000 
Boonersud Iistounts 2. eo a ew » 3,391,565,000 
Swedish Banks ........ kite ate? 12,563,000 
Beeeearde os kk we es ON Saks fee « » 427,064,000 
Sundry Accounts ots wna ar, | F 44,242,000 
DRM OR ts Od Bs Se wee a Mek? 16,981,000 
Buildings, Furniture and Fittings... .......=2 57,210,000 

| Kr. 5,930,198,000 

LIABILITIES 

Boe ee Se: Sy ee Kr. 4,905,136,000 
Swedish Banks and Savings Banks... ...... » 233,639,000 
Batkd GUNG tee 3.) ir tes eee. >. . %° 162,630,000 
Sutdry. Accounts, «0. f sks Le ae » 262,137,000 
Share Capiiles 5.0 Aes Sees ey . Kr. 194,112,000 
Reserve Funds ........ . . » 155,888,000 
Rinciviced Motte. % >,+ <i. + > » » 16,656,000 » 366,656,000 


Kr, 5,930,198,000 
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Géteborg, Stockholm, Malmé 
(Principal Offices) 


(e) Place with more than 10000 
inhabitants 


y Place with less than 10000 
inhabitants 
In all 241 branches at 173 different places. 


